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About Union Carbide 


Union Carbide Corporation is among 
the nation’s 25 largest industrial com- 
panies, with 1975 worldwide sales of 
over $5.6 billion. It is engaged in 

three major lines of business: 
chemicals and plastics; gases, metals, 
and carbons; and consumer and 
related products. While Union Carbide 
is primarily a manufacturer of basic 
products used by the chemicals, 
plastics, and metals industries, it also 
makes products sold directly to the 
consumer, such as Eveready batteries, 
Prestone anti-freeze, and Glad bags. 
Union Carbide is a major multi- 
national company with about 30 
percent of its sales and earnings 
coming from international operations. 
lt employs more than 100,000 people, 
operates about 500 plants, and has 
close to 170,000 stockholders. 


Chances are the serious-looking youngster 
on the cover is not concerned with the 
purity of the water that spouts from the 
fountain; but, fortunately, others are. In fact, 
many towns and cities are using a system 
called Unox to treat the thousands of tons 
of wastewater generated by their citizens 
each day, so that it will be cleaner when 
discharged into the rivers and lakes 
providing much of the nation’s drinking 
water. This unique development represents 
another of the many ways in which 

Union Carbide touches your life. 


For The Year 


Financial Highlights 


(Dollars and Shares in Millions — Except Per Share Figures) 
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Performance analysis is an important aspect 

of Union Carbide’s new management improve- 
ment program. It is applied from the top down, 
beginning with Board Chairman F. Perry Wilson 
and President William S. Sneath. 


To Our Stockholders 


In 1975, Union Carbide was affected by 
the worldwide recession to a greater 
degree than we had anticipated. Sales 
increased by 6 percent to a new high of 
$5.67 billion, but earnings declined 27 
percent to $381.7 million, or $6.23 a 
share. Nevertheless, 1975 proved to be 
the second best year in our history, and 
an improving trend was evident at 
year-end. 


In retrospect, it is apparent that earnings 
in the record year 1974, fueled by short- 
ages and artificially high demand, were 
at an abnormally high level. Conversely, 
1975 results seem clearly to have been 
below the trend line. Thus we believe 
the average of the past two years affords 
a better picture of Union Carbide’s true 
earnings progress than does either year 
individually. 


The general downturn in the worldwide 
economy particularly affected our 


plastics, metals, and carbons businesses. 


Geographically, we were affected more 
severely in Europe and the Far East, and 
less severely in Canada and Latin 
America, than in the United States. 


Prices 


Domestic sales volume, expressed 

in physical terms, declined 18 percent. 
Average selling prices, however, were 29 
percent higher than in 1974. Most of the 
price increase stemmed from the fact 
that prices rose sharply throughout 1974; 
thus prices at the beginning of 1975 
were already considerably above the 
average for the 1974 year. The increase 
between the beginning and the end of 
1975 amounted to only about 4 percent. 


On the whole our selling prices did not 
rise enough to cover increased costs, 
affected as they were by lower volume. 
Earnings per dollar of sales declined 
from just under 10 cents in 1974 to 6.7 


cents in 1975. Moreover—and of prime 
importance—Union Carbide’s domestic 
construction cost index was 20 percent 
higher than in 1974. It is essential over 
the long term that selling prices not only 
reflect changes in out-of-pocket operat- 
ing costs, but also allow a satisfactory 
return on the investment base. 


Commitment to Growth Maintained 


In spite of the recession, we have stayed 
on a steady course committed to future 
growth. We did not curtail programs 
necessary to achieve long-term growth 
in order to improve short-term earnings. 
Outlays for research and development 
were increased by 28 percent. Construc- 
tion expenditures amounted to $862 
million in 1975, versus $517 million in 
1974. Worldwide employment declined 
by only 3 percent. 


Outlook for 1976 and the Longer Term 


We look for a gradual recovery from the 
recession in 1976, both in the United 
States and abroad. Our economists fore- 
cast a growth in real GNP of 6 percent in 
the United States and 2 to 3 percent in 
Europe. Given this economic environ- 
ment, we expect our worldwide sales 
revenue to increase by about 20 percent 
and our earnings to improve by a some- 
what greater factor. 


We will continue to give strong sup- 

port to those major established busi- 
nesses in which we hold superior posi- 
tions. At the same time, we are working 
to increase the percentage of unique and 
proprietary products, particularly those 
that require less investment or are di- 
rected toward consumer or specialty 
markets. 


We are reinforcing our historical em- 
phasis on technology, with plans to in- 
crease research and development ex- 
penditures in 1976 by an additional 25 
percent. We are maintaining an ambitious 
construction program, expecting to 


spend approximately $1 billion in each 
of the years 1976 and 1977. We will not, 
as a general rule, back integrate in order 
to secure supplies of hydrocarbon raw 
materials. We feel these will be generally 
available at competitive prices and that 
the risk of interruption of supply is 
slight. 


Business Criticism and 
Government Regulation | 


We are concerned about the rising tide 
of criticism of business, particularly big 
business. There is a tendency to attribute 
many of the ills of society to business 
and the free enterprise system, while the 
positive contributions are ignored. Cer- 
tainly there have been instances of de- 
plorable business conduct. Nevertheless, 
the transgressions of a few do not war- 
rant the condemnation of business 
generally. 


We are concerned also about the increas- 
ing trend toward regulation of business 
by governments, both here and abroad— 
regulation that is often well-intentioned 
but frequently ill-conceived, to the ulti- 
mate detriment of those it is designed 

to help. 


In the area of environmental protection, 
Union Carbide has been diligent in 
reducing its own pollution, and we sub- 
scribe wholeheartedly to the principle 


People and capital needs concern 

William B. Nicholson, Vice-Chairman, and 
William E. Pardoe, Senior Vice-President and 
Chief Financial Officer. 


that air and water pollution must be 
abated. But we urge that enthusiasm to 
eliminate pollution be tempered with 
common sense. It is vital that anti- 
pollution regulations take cost-benefit 
relationships into account. 


Dividend Policy 


The Board of Directors increased the 
dividend on the common stock from a 
$2.20 to a $2.40 annual rate effective with 
the March 1975 payment, and then again 
to a $2.50 annual rate effective with the 
March 1976 payment. We reiterate our 
dividend policy, set forth in this space 

a year ago, that we would like to see our 
dividends increase steadily over the 
years, rather than rise abruptly in ex- 
ceptionally good years to levels that 
might later prove difficult to sustain. 


Board of Directors 


Our Board has had a busy year. Outside 
directors have devoted increasing 
amounts of time and effort to the affairs 
of the Corporation, particularly through 
their work on the Audit, Compensation, 
and Public Policy Committees. We ex- 
tend our thanks to Anne Armstrong, who 
served on the Board from January 1975 
until she resigned in February 1976 to 
become Ambassador to the United King- 
dom; and to Robert E. McNeill, Jr., who 
has served on the Board since 1965 and, 


Key members of the senior management 
team are Frank R. Lyon, Jr., Director, Senior 
Vice-President, and General Counsel; 

John F. Shanklin, Vice-President and Secre- 
tary; and J. Goffe Benson, Vice-President, 
who serves as a member and Secretary of 
the Management Committee. 


Union Carbide’s worldwide operations report 
through three executive vice-presidents: 
Warren M. Anderson, Douglas H. Freeman, 
and Fred B. O’Mara. 


upon reaching the mandatory retirement 
age, will not stand for reelection in 1976. 


Employees 


Finally, we would like to express our 
appreciation to our employees for their 
contributions to Union Carbide’s suc- 
cess. We have a fine, capable group of 
people, and we would like them to know 
that their efforts are recognized. 


Annual Meeting 


All of our stockholders are invited to 
attend the Annual Meeting, which will 
be held at 10:30 a.m. on April 28 at our 
New York Headquarters. We hope as 
many of you as possible will be present. 


Respectfully submitted, 


" F. P. Wilson 
Chairman of the Board 


Wo) Sp SOR 


W. S. Sneath 
President 


February 23, 1976 


These are some of the major criteria 
considered by Union Carbide in 
evaluating its businesses. 


The New Fundamentals of Union Carbide 


One night in 1876, Cleveland residents 
crowded into the city’s Public Square to 
witness the lighting of the first carbon arc 
street lamp, Charles F. Brush’s new invention 
that turned night into day. This civic event led 
to the formation, ten years later, of a company 
to manufacture carbons for street lamps, a 
company that was the forerunner of the 
Carbon Products Division of Union Carbide, 
which today produces a multitude of products 
based on carbon. 


Soon the now-famous Eveready trademark 
appeared, when this young company produced 
the world’s first commercial dry cell battery. A 
few years later, the company opened one of 
America’s first industrial research laboratories. 
And in 1898—the year the U.S. naval vessel 
Maine was scuttled in Havana harbor, pre- 
cipitating the Spanish-American War—the 
name Union Carbide appeared for the first 
time, when a company was formed in Chicago 
for the manufacture of calcium carbide. 


New Management System 


A formal goals-oriented management system 
has been instituted throughout Union Carbide. 
Consistent with this system, the components 
of the Corporation have developed interlocking 
objectives that are in line with corporate goals. 
The Management Committee is deeply in- 
volved in setting overall directions, as well 

as in the evolution of business strategies and 
the allocation of capital. Several specific 
examples of progress toward long-term 
corporate objectives can be cited: 


e An integrated system of long-range planning 
for all businesses and functional depart- 
ments has been developed and applied. 
Plans are updated at least annually. 


e Capital resources are allocated preferential- 
ly to businesses in which Union Carbide 
already has market or technical leadership 
and a superior return on assets, or has de- 
veloped strategies to achieve these goals. 


The Union Carbide Company merged in 1917 
with four other. manufacturing concerns to 
form Union Carbide and Carbon Corporation, 
later shortened to Union Carbide Corporation. 
In the decades since—its record built on 
pioneering research and leadership in tech- 
nology—the Corporation has become one of 
the 25 largest industrial companies in the 
United States, with plants in 35 other countries. 
It has paid dividends—a total of $3.5 billion— 
every quarter since 1917. 


In recent years, the pace of change has 
quickened. Accordingly, Union Carbide 
adopted in 1971 a long-term program to im- 
prove management throughout the Corporation; 
to reorder the company’s priorities in an effort 
to capitalize on what were seen as excellent 
opportunities for further growth. 


This reordering of priorities has created a 
number of ‘“‘new fundamentals” on which the 
Union Carbide of the 1970’s is based—business 
fundamentals that differ markedly from those 
of the past. Some are outlined below. 


e A formal program has been established for 
evaluating the performance of management 
at all levels against agreed-upon standards. 


e New business development endeavors have 
been formalized and emphasized, and are 
moving the Corporation into lines of busi- 
ness that offer superior profit opportunities. 


e The Corporation has withdrawn from a 
number of product lines that show little 
promise of meeting long-term corporate 
objectives. 


Implementation of this new management 
system is allowing Union Carbide to be 
increasingly flexible, alert, and quick in its 
response to business opportunities and needs. 


A pipeline network of Union Carbide and 
affiliates for moving ethylene and hydro- 
carbon feedstocks between supply, storage, 
and consuming points on the Gulf Coast is 
the most extensive in the industry. This 
pumping station is one of many along the 
underground pipeline network, which will 
total 1,640 miles by the end of 1976. 


Expenditures for research and de- 
velopment climbed 28 percent last 
year, as Union Carbide scientists and 
engineers continued their quest for 
needed new products. One research 
area is the biological engineering of 
new plant species, a project on which 
researcher Deborah Black concen- 
trates and that could have major 
impact on farming and forestry. 


Strategic Planning Units 


To improve overall business management, 
Union Carbide’s businesses have been or- 
ganized into Strategic Planning Units (SPU’s). 
The more than 150 SPU’s are categorized 
according to present performance and future 
potential. This is done only afterthorough 
analyses of the individual businesses. 


Business strategies that reflect the category 
assigned to the business have been developed 


Changing Business Mix 


Traditionally, Union Carbide’s operations have 
concentrated on basic intermediates needed 
by many vital industries of the world. These 
include the steel, auto, construction, appliance, 
textile, pharmaceutical, and food industries. 

In support of these industries, Union Carbide 
has become the world’s leading producer of: 


Ethylene oxide and derivatives—used for 
fibers, anti-freeze, detergents. 


Low-density polyethylene—the world’s most 
popular plastic. 


Ethanol—used for solvents, pharmaceuticals, 
cosmetics. 


Urethane intermediates—used for foam 
cushioning for autos, furniture, carpets. 


Oxygen—used in steelmaking. 
Graphite electrodes—used in steelmaking. 


Ferroalloys, tungsten, and vanadium—used 
in steelmaking. 


Dry cell batteries. 
Casings for processed foods. 


for each SPU and integrated into long-range 
business plans. Strategic planning is ongoing 
and is aimed not only at anticipating change, 
but also at initiating it. At present, about 

60 percent of Union Carbide’s total sales is 
concentrated in businesses in growth cate- 
gories. For the period 1975 to 1979, about 

80 percent of forecasted construction expendi- 
tures has been allocated to these businesses. 


Plastic wrap and bags for home use. 
Anti-freeze for automotive use. 


The Corporation is now following three basic 
strategies. The first: to strengthen its position 
in those already-superior businesses that 
involve products expected to be in strong 
demand in the future and perhaps in short 
supply over the next five to ten years. The 
second strategy: to withdraw from businesses 
having little potential of meeting long-term 
corporate objectives. In recent years, the 
Corporation has withdrawn from the synthetic 
gem, modacrylic fiber, mattress, tin, vinyl film, 
propylene oxide, phthalate plasticizer, and 
numerous other businesses. The third strategy: 
to shift the business mix over the long term 

to include a greater proportion of “perform- 
ance products’’—products with special char- 
acteristics offering superior performance and 
value to the user as well as good profit 
potential for Union Carbide. Examples include 
the proprietary Sevin carbaryl and Temik 
aldicarb pesticides, Linde molecular sieves, 
Ucar latexes, Thornel carbon fibers, and 
medical diagnostic systems. 


Major Expansion in Selected Areas 


With its objectives and strategies clearly 
defined and with priorities set, Union Carbide 
is engaged in a major expansion program. 
Despite the recent recession, annual capital 
expenditures have nearly tripled since 1973. 


This expansion program will provide the addi- 
tional capacity needed to satisfy the strong 


demand for Union Carbide’s products antici- 
pated for the future. In addition—and equally 
important—it will allow the introduction of 
improved technology that will keep the Corpo- 
ration competitive around the world. Achieve- 
ment of these dual goals bodes well for 
profitable growth in the future. 


Firmer Prices 


During the 1960’s, a combination of several 
factors drove Union Carbide’s prices to un- 
reasonably low levels, even while the nation’s 
industrial price index rose substantially. A 
major factor behind the long decline was the 
proliferation of chemicals and plastics pro- 
ducers whose combined capacity far exceeded 
market requirements. Further complicating the 
situation, federal price controls put into effect 
in 1971 prevented adequate price increases, 
even after market conditions had changed 
sufficiently to support them. 


When price controls ended in 1974, the 
country was already in the throes of rapid 
inflation—inflation that was exaggerated by the 
oil embargo and the subsequent drastic in- 
creases in petroleum costs. The cost of new 
construction skyrocketed. In order to return 
profits to an acceptable level and justify 


Strong Raw Materials Position 


Union Carbide is in a strong position with 
regard to raw material supplies. Contracts 
have been negotiated with suppliers to guar- 
antee availability of a large part of needed 
raw materials on a two- to three-year basis. 
These contracts are continually being rene- 
gotiated and extended further into the future. 


But the Corporation has also moved on other 
fronts to ensure continuing supplies of vital 
materials. 


e Inventories of certain raw materials and 
intermediates have been built to overcome 
shortages foreseen for 1976 and 1977. In 
the United States, over 400 million pounds 
of ethylene has been pumped into natural 
salt domes or stored elsewhere for later 
use. Ethylene glycol, an intermediate 
needed to produce Prestone anti-freeze and 
polyester fibers, is also stored in large 
quantities. Certain ores from foreign 
sources have been accumulated. 


e Joint ventures and special project financing 
arrangements are being developed as a 
means of securing needed raw materials. 
For example, Union Carbide Canada Limited 
is now participating as a minority partner 


needed new expansion in this inflationary 
environment, major price increases 
were essential. 


Prices are expected to remain strong because: 


e Capacity will be inadequate for many 
products. 


e Capital for expansion is expensive, which 
should discourage over-building. 


e Construction costs are so high that current 
or higher price levels will be necessary to 
justify even limited expansion. 


¢ Imports of many products into the United 
States must be priced higher today than 
domestic production because inflation has 
been greater abroad. 


in the construction of a petrochemicals 
facility that will supply ethylene to a new 
Union Carbide Canada polyethylene plant. 


e The Corporation is expanding its research 
and development work on a process for 
converting coal to gases and liquids suitable 
for fuel and for chemical feedstocks. 


e Processes for producing chemicals from 
synthesis gas that can be derived from non- 
petroleum sources are being developed. 


e A process for converting crude oil directly 
to ethylene—bypassing the oil refining 
step—is being developed. 


In addition to safeguarding its raw material 
supplies, Union Carbide continues to benefit 
from its Energy Conservation Program. Over 
the past two years, this worldwide program 
has saved over $70 million or the energy 
equivalent of 7.5 million barrels of oil. 


CRUDE OIL COST TRENDS 
(Dollars per Barrel) 


71 72 73 74 75 


Although Union Carbide does not 
use crude oil as such, the costs of 
its petrochemical raw materials and 
energy are closely related to the 
cost of crude oil. The chart above 
shows the cost, including taxes paid 
to the producing country, of 
Arabian light crude oil. 


RESEARCH AND DEVELOPMENT 
EXPENSES 
(Millions of Dollars) 
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CONSOLIDATED SALES 


International Sales 


Domestic Sales 


Feedstock Flexibility 


Reinforcing the Corporation’s hydrocarbon 
raw materials position is the most extensive 
ethylene and hydrocarbon feedstock gather- 
ing network in the industry. Currently being 
extended and modified, this network of Union 
Carbide and affiliates will include by the end of 
1976 a 620-mile system of pipelines linking the 


Sharply Focused Research 


major Gulf Coast plants and ethylene storage 
areas. Ethylene can be moved via this network 
as needed to meet changes in availability and 
demand. The network will also include a 
1,020-mile system tying the Gulf Coast plants 

in with suppliers of butane, ethane, and pro- 
pane used to produce ethylene. 


Annual research and development expendi- 
tures were 73 percent higher in 1975 than in 
1972, and are expected to increase by an 
additional 25 percent in 1976. More important- 
ly, research is being focused on those current 
businesses that are ‘‘winners,” and on promis- 
ing new business opportunities. 


Increasing Diversification 


This added emphasis on research and de- 
velopment recognizes that technology was 

the crucial element in Union Carbide’s origin 
and has been its lifeblood since. The reempha- 
sis also recognizes that research and develop- 
ment, to be effective, must be properly 
directed, sharply focused, and sustained. 


The business and geographic diversification 
of Union Carbide serves to a considerable 
extent to dampen the effect of ups and downs 
in individual component performance, and to 
sustain overall growth. During 1975, sales of 
chemicals and plastics in the United States 
were depressed by the recession until re- 
covery began at midyear. Metals and carbon 
product sales held up well until early summer, 
while sales of consumer products and of gases 
and related products were generally strong all 
year, although there were variations among 
product lines. Business in Latin America, 
Canada, and Africa was relatively strong 
throughout 1975, while sales in Europe and the 
Far East were generally weak but were im- 
proving modestly by year-end. 


Continuing efforts to diversify within estab- 
lished business areas, as well as into new 
areas not necessarily related to current 
markets, should support even greater con- 
sistency in growth in the future. 


Strong support is being given to businesses 
that provide high-performance products 
based on unique know-how. An example 

is the Thornel carbon fiber used for the 
frame of this player’s tennis racket. 

A new low-cost production process is 
expected to open up a 50-million-pound- 
per-year market in the auto and truck 
industry alone by the mid-1980’s. 
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Where Union Carbide Stands 


Union Carbide has a reputation as a good 
citizen. Recently this good citizen, like 
many concerned Americans, has begun 
to speak out on the social and political 
issues of the day, particularly when 

these issues intertwine with business 
concerns in general and Union Carbide 
problems in particular. 


As part of a general policy of more 
openness, senior executives of Union 
Carbide Corporation are encouraged to 
appear before congressional committees 
and at other public and private forums 
to explain Union Carbide’s point of view. 


Here Perry Wilson, Chairman of the 
Board of Union Carbide, answers ques- 
tions on some of the more vital issues. 


Q. Mr. Wilson, you have said that an 
extremely important issue for Union 
Carbide is the continuing supply of the 
raw materials needed to produce petro- 
chemicals. Why are you so concerned? 


A. The problem is one of the best use of 
limited supplies of oil and natural gas. 
At present, 61 percent of these valuable, 
yet finite, resources is burned as fuel 

by ‘“‘stationary energy consumers’’—elec- 
tric power generators, steam boilers in 
manufacturing plants and apartment 
houses, gas and oil-burning furnaces in 
homes. Another 31 percent is used in 
transportation. Only 8 percent is used 
as raw material for petrochemical pro- 
duction. 


The big question is: Will the government 
encourage a movement of the stationary 
energy consumers away from the use of 
oil and gas—back into coal or forward 
into new energy sources? While there are 
substitutes for oil and natural gas for 
these stationary consumers, and alterna- 
tives to private cars for some personal 
transportation, there presently is no sub- 
stitute for these materials as sources of 
petrochemicals. Petrochemicals, in turn, 
are the building blocks for thousands of 
useful products, including fibers for 
clothing, chemicals for agriculture, medi- 
cines for health care, and construction 
materials for housing. In fact, the jobs 
and well-being of millions of people are 
dependent on a healthy petrochemicals 
industry. 


Q. What is Union Carbide’s view on 
additional environmental protection? 


A. Everybody wants clean air and water, 
and we are definitely no exception. There 
was a time, in the 1960’s, when we were 
accused of inadequate pollution control. 
But we have made a tremendous—and 
effective—effort to reduce pollution, and 
have budgeted tens of millions of dollars 
for future projects in this area. 


Still, there are limits to what can be 
done, in what time span, and at what 
cost. 


The 1972 amendments to the Clean Water 
Act, for example, set a goal for 1985 of 
zero discharge of pollutants. Quite 
simply, this is ‘‘an impossible dream.” 
Furthermore, even in instances where the 
goal can be achieved, the cost of elimi- 
nating that last 5 percent of pollutant may 
equal the cost of eliminating the first 95 
percent. In fact, the cost of building and 
operating the systems required for the 
elimination process is so high that it is a 
significant factor in the continuing infla- 
tionary pressure in this country and in 
the cash flow problems industry faces. In 
our chemicals and plastics operations in 
the United States, we now have more 
people involved in environmental work 
than in selling our products. 


We must put a price tag on some of 
these environmental programs, and de- 


_ cide as a nation whether we want to 


make the trade-off—a small final im- 
provement in air and water purity at the 
expense of higher prices at the con- 
sumer level. 


Q. How do you fee! about the increasing 
involvement of government in the regu- 
lation of business? 


A. | believe that some degree of regula- 
tion is wise in a society as complex as 
ours. There is no question, for example, 
that we have all benefited, without as yet 
paying an unreasonable price, from some 
of the environmental, safety, and health 
regulations. 


On the other hand, government must not 
be all-pervasive. | am a staunch believer 
in our free enterprise system, which, 
combined with the energy of our people, 
has given us a degree of affluence and 
dynamism that is unparalleled anywhere 
else in the world. 


| am deeply concerned about many of 
the moves and threatened moves aimed 
at restricting business. These include the 
burgeoning demands of governmental 
regulatory agencies for all sorts of busi- 
ness data, excessive regulation of the 
production and use of certain chemical 
substances, and proposals for business 
chartering and planning on a national 
level. | question whether a society as 
productive and diverse as ours can be 
rigidly controlled by government without 
losing its vitality. Experiments in other 
parts of the world would say no. Perhaps 
we have failed to appreciate—and are 
beginning to starve—the goose that laid 
the golden egg. 


Q. Why is Union Carbide against some 
of the tax reform proposals now before 
the Congress? 


A. A number of these tax reform pro- 
posals would virtually put American com- 
panies out of business in many foreign 
countries, with disastrous effects on our 
nation’s balance of payments and on 
domestic employment—not to mention 
the effect on the economies of those 
foreign countries. 


One of the most destructive of these 
proposals involves eliminating credits 
allowed American companies for taxes 
paid abroad by their foreign affiliates. A 
second involves imposing taxes on in- 
come earned by those affiliates before 
its distribution to U.S. parent corpora- 
tions. In Union Carbide’s case, these 
changes would push up the effective tax 
rate on earnings of our foreign subsidi- 
aries and affiliates to about 70 percent— 
far above the U.S. corporate tax rate of 
48 percent. This would place our foreign 
operations in a non-competitive position 
compared with non-U.S. companies 
whose tax burden would be much less. 


Q. What kind of tax reform do you favor? 


A. Rather than taxes that reduce profit- 
ability to levels unacceptable to poten- 
tial investors, what is desperately needed 
is tax reform that will help this country 
raise the $4 trillion in investment capital 
needed between now and 1985 to expand 
and modernize its production capacity, 
create new jobs, and maintain its tra- 
ditional industrial leadership. Although 
many favorable reforms could be en- 
visioned, the following would be 
reasonable and beneficial: 


e A permanent investment tax credit of 
at least 10 percent. 


@ Quicker recovery of capital costs via 
a provision for accelerated deprecia- 
tion, with an immediate write-off of ex- 
penditures for protection of the en- 
vironment. 


e Modification of double taxation on cor- 
porate profits by allowing a corporate 
tax deduction for dividends paid to 
stockholders. 


e Progressive reduction of the capital 
gains tax rate, depending on the 
holding period of the investment. 


Q. But why does American industry need 
to raise enormous amounts of new 
capital? 


A. We need some of this money to re- 
place old facilities. After all, processes 
and facilities become obsolete, machines 
wear out. Some of our country’s tech- 
nology and plants are not competitive 
with those of countries abroad that 

are rapidly expanding their industrial 
base. We must stay competitive. 


Furthermore, we need capital to expand 
in order to meet society’s expectations 
of an improved standard of living for a 
greater number of its citizens, and to pro- 
vide employment for a growing work 
force. Solving energy and environmental 
problems alone requires major invest- 
ment. 


Now there’s a lot of misunderstanding 
about profits. A recent poll indicated 
that many Americans believe business 
profits amount to 20 to 30 percent of 
sales. To the contrary, Union Carbide’s 
profits in 1975 amounted to 6.7 percent of 
sales and over the past five years have 
averaged only 7.1 percent. Furthermore, 
even these profits are overstated be- 
cause of inflation, since the charge for 
depreciation is based on the original, 
rather than the replacement, cost of 
facilities. There should be no mystery 
as to where profits go. We use them 

to pay dividends, repay debts, and help 
finance modernization and expansion. 
Stockholders expect and deserve in- 
creased dividends to help them cope 
with inflation’s effect on their cost of 
living. And reinvested dollars buy con- 
siderably less new capacity today than 
they did a few years ago. 


What people often forget are the taxes 
we pay before we get down to the profit 
line. Last year our taxes amounted to 
$490.1 million. This compares with profits 
of $381.7 million. In the United States, 
our taxes went to federal, state, and local 
governments and to school districts. 


Q. What is Union Carbide doing about 
hiring more women and minority group 
members? 


A. | think we are doing a good jobina 
tough situation. Union Carbide’s opera- 
tions are concentrated in heavy industry 
—principally in the conversion of basic 
raw materials into intermediate products 
used by others to make consumer goods. 
The technical professions that are most 
important to us have only recently begun 
to attract significant numbers of women 
and minority group members. Thus we 
have had problems in finding such 
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Dr. Albert C. Stewart, International Business 
Manager for functional and specialty chemi- 
cals, negotiates a sale of chemicals to 

a customer overseas. Despite the worldwide 
recession, total export sales were up about 
7 percent in 1975. 


people who are both interested in, and 
qualified for, many of the jobs we have. 


Still, | think our record is one of real 
progress. We are hiring women and mi- 
nority group members in increasing 
numbers. At the end of 1975, we had 
about 71,000 employees in the United 
States, including those at facilities 
operated for the U.S. Government, but 
excluding those in Puerto Rico. Of these, 
about 13,600 were women and 7,200 
were members of minority groups. 


Today, women and minority group mem- 
bers are being hired for jobs of all 
types—from laborer to engineer. They 
are moving into positions with greater 
managerial or supervisory responsibili- 
ties. Furthermore, an important part of 
our affirmative action program is to pro- 
vide encouragement—including financial 
aid—to individuals, including women and 
minority group members, interested in 
careers in science or engineering. 


Q. What have you to say about the 
charges that have been brought against 
a number of multinationals—of bribery, il- 
legal political contributions, and so on? 


A. We deplore such behavior. The is- 
sues are not complicated. Essentially, 
business ethics come down to a series 
of ‘‘do’s” and “‘don’ts” that can be com- 
prehended by anyone capable of reason- 
ing. It is wrong to suborn government of- 
ficials through bribes and other illegal 
activities. It is doubly wrong when cor- 
porate funds are involved. And manage- 
ment must be swift and severe in its 
discipline when an employee engages in 
such illegal activity. 


Union Carbide has just published a book- 
let, “The International Responsibilities of 
a Multinational Corporation,” for distribu- 
tion to its employees, to government rep- 
resentatives, and to others. In it, we un- 
equivocally outline the business and 
ethical standards that we believe in and 
want our employees to follow, and on 
which we wish to be judged. This is part 


of a program to further strengthen by 
word and action our reputation as a 
good corporate citizen wherever we 
operate. 


Q. Most of our questions thus far have 
dealt with factors external to Union 
Carbide that affect its operations and 
future. Now l/et’s turn inward. What is 
Union Carbide doing in a business sense 
that might have major impact on the 
future needs of society? 


A. Our near-term plans and activities are 
discussed elsewhere in this report. But 
looking further out, there are several 
areas we are enthusiastic about. We are 
working in several specific “arenas”’ of 
basic human needs—health, nutrition, the 
environment, energy conversion. And we 
are deliberately searching out new busi- 
ness opportunities within these arenas 
that promise to meet our financial ob- 
jectives as well as important needs of 
society. Interestingly, products and 
processes with the greatest potential are 
often related to these socially beneficial 
arenas. Examples of our activities in this 
regard are discussed on the following 


page. 


New Business Development 


In planning for the future, Union Carbide 
is directing the major part of its new 
business development effort toward filling 
important but unmet needs in the health, 
food, environmental, and energy fields. 
Many of the projects currently undergo- 
ing development are not expected to 
make substantial contributions to profits 
until the 1980’s and 1990’s. Some, how- 
ever, are already commercial. 


In health, effort is concentrated on medi- 
cal diagnostic systems. More than 700 
Union Carbide CentrifiChem high-speed 
blood analyzers are in operation to de- 
tect symptoms of cardiac, liver, kidney, 
and blood disorders. Newly marketed 
are two more sophisticated automated 
testing devices: one, the Centria system, 
automates radioimmunoassay, a tech- 
nique for measuring minute quantities of 
substances in blood that are related to 
hypertension, thyroid disorders, cancer, 
and the like; and the second, the 
CintiChem system, automates prepara- 
tion of radiodiagnostic agents used to 
detect abnormalities in body organs. 


(Picture at top left) As the need for efficient 
crop production grows, so does the demand 
for Union Carbide’s Sevin carbaryl insecticide 
and Temik aldicarb pesticide. 


The new Centria system for high-speed 
analysis of blood samples helps in the early 
diagnosis of such conditions as hypertension, 
thyroid disorders, and drug toxicity. 


One of the critical needs of the future is to 

find a substitute for oil as a source of fuel and 
chemical feedstocks. As a step in this direction, 
the U.S. Government awarded a contract in 
1975 to Coalcon, a Union Carbide joint-venture 
company, to design a demonstration plant for 
coal conversion processes. 


Developing environmental systems businesses 
include not only the highly successful Unox 
wastewater treatment system, but also the 
new Purox refuse disposal and resource 
recovery system now ready for commercial 
marketing. Pictured (lower left) is the clear 
effluent flowing from a Unox system. 


In pollution control, the Corporation’s 
Unox wastewater treatment system is 
the leader in its field, and the Purox 
system for recovering resources from 
municipal trash and garbage is nearing 
commercialization. Two other types of 
systems in commercial use are: Ucarsep 
for recovering valuable liquids from in- 
dustrial wastes and other streams; and 
Purasiv for removing contaminants from 


gaseous effluents of industrial processes. 


In the energy field, Union Carbide has 
worked for many years on techniques for 
more efficient utilization of coal. The 
Federal Government awarded a contract 
in 1975 to Coalcon, a Union Carbide 
joint-venture company, to design a 
demonstration plant for converting coal 
to gases and liquids suitable for fuel and 
chemical feedstocks. Construction and 
operation of the plant will cost over $200 
million, and are expected to be funded 
jointly by government and industry. 


Having potential application in energy 
conservation as well as in many other 
important areas are Union Carbide’s 
Thornel carbon fibers. Now used in 
products such as tennis rackets and golf 
clubs, composites of these extremely 
strong and lightweight fibers are ex- 
pected to find many diverse uses. In 
transportation, for example, their use in 
constructing drive shafts and springs 
would mean substantial fuel savings. 


In the vital arena of food supply, Union 
Carbide is engaged in the biological en- 
gineering of new plant species, as well 
as in the mass cultivation of seedlings in 
plastic hothouses. And in Puget Sound, 
pan-sized salmon and other fish are 
being raised under controlled conditions, 
while a shrimp fishing venture off the 
coast of India is contributing to that 
country’s trade balance and to the 
world’s food supply. 
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The Basic Businesses of Union Carbide 


Product Class 


CHEMICALS 
1975 Sales: $1.7 Billion 


PLASTICS 
1975 Sales: $0.7 Billion 


GASES AND 


RELATED PRODUCTS 
1975 Sales: $0.9 Billion 


METALS AND CARBONS 
1975 Sales: $1.1 Billion 


CONSUMER AND 
RELATED PRODUCTS 
1975 Sales: $1.3 Billion 


Principal Raw Materials 


Naphtha 
Liquefied Petroleum Gas 


Air 

Calcium Carbide 

Ferrous and Nonferrous 
Materials and Components 

Minerals 


Petroleum Coke 
Metallic Ores 
Minerals 

Coal 


Polyethylene 
Ethylene Glycol 
Zinc 

Minerals 
Cellulose 


Typical Union Carbide Products 


Intermediates 
Ethylene 
Propylene 
Benzene 


Gases 

Oxygen 
Nitrogen 

Argon 
Acetylene 
Specialty Gases 


Metals 
Ferrosilicon 
Ferromanganese 
Ferrochrome 
Vanadium 
Tungsten 
Uranium 


Automotive Products 
Prestone II Winter-Summer 
Concentrate 


Home Products 
Glad Wrap and Bags 


Chemicals 

Ethylene Oxide and Glycol 
Oxo Alcohols 

Ethanol 

Styrene 

Isopropanol 


Plastics 
Polyethylene 
Polystyrene 
Phenolics 


Systems, Equipment, and Materials 
Welding Equipment and Materials 
Molecular Sieves 
Unox and Purox Proprietary Waste- 
Treatment Systems 
Steel Processing Equipment 
Cryogenic Equipment 
and Processes 


Carbon Products 

Carbon and Graphite Electrodes 
Electrical Brushes 

Industrial Refractories 

Carbon Fibers 


Battery Products 
Eveready Batteries and Flashlights 


Food Products 
Food Casings 


Electronic Materials 


Typical Customer End Products and Uses 


Polyester Fabrics 
Coatings and Solvents 
Plastics 

Detergents 

Toiletries 

Agricultural Chemicals 


Wire and Cable Insulation 

Packaging Materials 

Adhesives 

Construction and Architectural 
Materials 


Steelmaking 

Metal Fabrication 
Waste Treatment 
Food Processing 
Chemical Processing 
Life Support 


Steelmaking 

Aluminum Production 

Foundry Products 
High-Performance Metal Products 
Nuclear Power Generation 


Automotive Care 
Battery-Powered Appliances 
Food Processing 

Food Storage 

Trash Disposal 

Computers 
Telecommunications 


Union Carbide chemicals give desirable 
characteristics to a wide range of beauty aids 
— from lipsticks to shampoos. 


Practically every part of the family car 

can be traced back to a product made by 
Union Carbide — from the steel and shiny 
trim of the body to the foam cushioning on 
the seats. Gases, metals, and carbons all are 
used to make, cut, and weld its body and 
vital parts. 


No sandwich should be without one — a 
Glad bag, that is. And Glad bags can be used 
to store everything from jewelry to nuts 

and bolts. 


By early 1978, Union Carbide and 


Chemicals and Plastics 


This group produces and markets over 800 
chemicals and most of the major types of 
plastics. Nearly all of these products are 
based on petroleum or natural gas derivatives. 
About two-thirds of the group’s sales are in 
the United States and Puerto Rico. Important 
markets include the automobile, textile, hous- 
ing, petroleum, packaging, and coatings 
industries. 


The physical volume of sales worldwide was 
down markedly in 1975. Sales revenues were 
unchanged, however, primarily because of the 
carryover of price increases put into effect 
throughout 1974. Modest further price in- 
creases were realized in U.S. markets in 1975. 
Price weakness developed in Europe and the 
Far East at midyear, but strengthening was 
evident by year-end. 


tate, high-density polyethylene, propionalde- 
hyde, propanol, polystyrene, and ethylene- 
amines. 


The ongoing program to shut down obsolete 
facilities and withdraw from businesses no 
longer considered appropriate for Union 
Carbide led to permanent shutdown in 1975 

of the Whiting, Indiana, plant (where low- 
density polyethylene and isopropanol were the 
principal products), and to withdrawal from 
the production and sale of morpholine and 
propylenediamine. 


Major commodity-type chemicals and plastics 
that are expected to show vigorous growth in 
the future, and in which Union Carbide has a 
leading competitive position, include ethylene 
oxide and derivatives, some grades of poly- 
ethylene, and various solvents. Strong techno- 


affiliates will have capacity to produce 
five billion pounds of ethylene annually 
in the United States and Puerto Rico, 
including an additional 680 million 
pounds from a major expansion to be 
completed at the Taft, Louisiana, 


logical, marketing, and distribution support 
for these products will be maintained. At the 
same time, progress is being made on a long- 
term program to strengthen this group’s posi- 
tion in the more sophisticated product lines, 


The higher average price level in 1975 was 
not adequate to cover unit cost increases re- 
sulting from the unfavorable effect of low 
operating rates and continuing inflation in the 
costs of raw materials, labor, and distribution. 


a) 


complex (above). 


CHEMICALS AND PLASTICS 
(Millions of Dollars) 


Be Sales 


a Pretax Income 


Thus earnings for this business line declined 
much more than sales volume. 


Inventories required astute management 
throughout the year. The rapid decline in mar- 
ket demand that began late in 1974 required 
that U.S. production in 1975 be cut back to 

a level temporarily as low as 60 percent of 
overall capacity. 


Hydrocarbon raw material supplies were ade- 
quate during the year, although purchase 
prices—especially domestic prices—trended 
decidedly upward. Needs for 1976 are almost 
entirely covered by existing contracts. No 
difficulties in meeting longer-term require- 
ments are foreseen. 


The major expansion program begun several 
years ago continued. Its impact on total do- 
mestic production capacity in 1975 was largely 
offset by shutdowns of various obsolete fa- 
cilities, although appreciable net increases in 
capacity will be realized in 1976 and 1977. 
Coming on stream in 1975 was new capacity 
for ethylene oxide and derivatives, vinyl ace- 


such as agricultural chemicals, specialty 
plastics, and high-performance coating ma- 
terials. In February 1976, a separate Agricul- 
tural Products Division was established. 


Union Carbide’s chemicals and plastics busi- 
ness is expected to improve substantially in 
most areas of the world in 1976. Worldwide 
sales are expected to rise by more than 20 
percent, with most of this improvement com- 
ing from an increase in physical volume 
rather than in selling prices. Earnings should 
increase at a greater rate than sales. 


A Portsmouth shipping merchant built 

this Georgian-style mansion (right) at 
South Berwick, Maine, in the late 1700's. 
Like many historic homes, the exterior 

of the Hamilton House has been protected 
with new weather-resistant paints, a major 
growth market for Union Carbide coating 
chemicals. The house will be on view for 
Bicentennial visitors from June through 
September. 
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Barely visible in this boiling inferno 
is the top of a submerged carbon 
electrode, a Union Carbide product 
that makes possible the extremely 
high temperatures (about 6,000 
degrees Fahrenheit) needed to smelt 
alloying metals. 


GASES AND RELATED PRODUCTS, 
METALS, AND CARBONS 


(Millions of Dollars) 


& Sales 


@ Pretax Income 


Gases and Related Products, Metals, and Carbons 


This group of businesses is strongly oriented 
toward the steel and metalworking industries, 
although other markets developed through 
diversification efforts of the past decade are 
increasingly important. 


Pretax earnings for the group were up 9 
percent over the 1974 level, even though the 
physical volume of sales declined because of 
a sharp downturn in world steel markets. 
Sales income increased 9 percent over the 
prior year, despite the volume decline, be- 
cause of the carryover of major price in- 
creases posted throughout 1974 and further 
modest price increases realized in 1975. With 
raw material and energy costs for this energy- 
intensive business line rising markedly 
throughout the year, earnings for the group as 
a whole eroded as the year progressed. 


Gases and related products, one of the more 
recession-resistant of Union Carbide’s busi- 
nesses, achieved good growth in both sales 
and earnings in 1975, despite a significant 
decline in the physical volume of sales of 
welding products, industrial gases from on- 
site facilities, and—to a lesser extent—merchant 
gases. Sales of the highly diverse mixture of 
other products, systems, and services that 
constitute about one-third of the gases and re- 
lated products business were up substantially. 


The Unox wastewater treatment system con- 
tinues to win acceptance around the world 

as an efficient means of purifying industrial 
and municipal wastewater. At year-end, over 
100 units were in operation or under firm con- 
tract, and about 100 more projects were com- 
mitted to use the system. The new Purox 
process for converting solid trash and garbage 
into a gas suitable for fuel has been developed 
to the point of commercial practicability, and 
is evoking widespread interest in the United 
States and overseas. 


Union Carbide, the world’s leading producer 
of ferroalloys and certain specialty metals, has 
a well-integrated position in ore deposits and 
energy sources. Strong performance in uran- 
ium in 1975 only partially offset a decline 

in sales of ferroalloys and specialty metals 


resulting from a downturn in steel and 
aluminum markets. Thus sales and earnings of 
the metals business declined overall. The 
environmental improvement program for the 
metals operations is largely complete, and 
production facilities are among the most ef- 
ficient in the world, which should allow quick 
response to the improved product demand 
anticipated for 1976. 


Union Carbide’s carbon products include 
graphite electrodes for the steel industry, 
carbon and graphite refractories, and a variety 
of products for electrical and other applica- 
tions. Sales in most parts of the world were 
adversely affected by the downturn in steel 
production. Nevertheless, dollar sales world- 
wide substantially exceeded the 1974 level, 
while earnings showed little change. 


The historical pattern of vigorous worldwide 
growth for the electric furnace steelmaking 
process is expected to be reestablished as 
steel output turns up in 1976, presaging 
strong growth in demand for graphite elec- 
trodes. Expansions of electrode production 
capacity were continued in the United States, 
Puerto Rico, Europe, and Latin America in . 
1975. 


Development work progressed on a new low- 
cost.process for producing Thorne! carbon 
fiber that is expected to enhance greatly the 
marketability of this versatile new product. 


The gases and related products, metals, and 
carbons business line is expected to perform 
well in 1976. A slow but steady recovery of 
market demand is anticipated. Union Carbide 
is positioned to pace the recovery as a result 
of the facility expansion and improvement 
program that continued throughout the 
recent downturn. 


This massive network of pipe, nearly 500 
feet in length as photographed at dockside 
in Scotland, is part of a drilling platform 
destined for North Sea oil production. Linde 
welding machines were used in fabricating 
the structure. 
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Sales gains in 1975 of over 40 percent 
for Prestone anti-freeze — the leading 
brand in North America — far outpaced 
growth of industry sales. 


CONSUMER 
AND RELATED PRODUCTS 
(Millions of Dollars) 


& Sales 


= Pretax Income 


71 72 73 74 75 
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Consumer and Related Products 


Although Union Carbide is not as frequently 
identified with consumer products as with its 
other lines of business, its Prestone, Eveready, 
and Glad trademarks are among the best 
known in the world. This business line also 
includes cellulosic casings and packaging 
materials for the food industry, as well as 
capacitors and specialty materials for the 
electronics industry. 


Worldwide sales of consumer and related 
products were 16 percent higher than in 1974. 
Pretax earnings increased by 11 percent, 
despite heavy promotional expenses associ- 
ated with a move to penetrate European mar- 
kets with the G/ad and battery product lines. 


Union Carbide’s battery business is truly 
worldwide in scope. Products are made in 

51 plants located in 25 countries, and are sold 
in nearly 150 countries. The business con- 
tinues to experience vigorous growth as new 
products, new applications, and new markets 
are developed. Sales in 1975 continued a 20- 
year pattern of uninterrupted growth, with 
sales of miniature batteries for portable 
calculators and electronic watches expanding 
rapidly. Two significant voids in the worldwide 
network for this business were addressed 
during the year by the launching of a Sony- 
Eveready joint venture in Japan and a wholly 
owned subsidiary in Germany. 


The volume of Prestone anti-freeze sold in the 
United States increased by more than 40 per- 
cent in 1975 as the shortage of ethylene glycol 
—the principal raw material—eased. This 
growth far exceeded the industry growth of 
10 to 15 percent. Prices remained stable 
throughout the year until November, when 
they were increased to compensate for a 24 
percent increase during the year in the cost 
of ethylene glycol. Prices were reduced 
modestly early in 1976 as part of a promotion 
effort to encourage year-round use. 


Sales of the G/ad line of plastic bags and 
wrap held up well throughout the recession. 
This product line is the market leader in the 
United States, Canada, and Australia. An 


aggressive program is under way to establish 
the line in Europe, with emphasis at this time 
on the German market. 


Union Carbide’s newest consumer product, the 
Drydees disposable diaper, is being test mar- 
keted. The product offers superior perform- 
ance, and the market penetration goal has 
been exceeded in test market areas. 


Sales of casings and specialty films for the 
food industry again increased over the previ- 
ous year. The major uses of these products 
are in manufacturing sausages and in packag- 
ing processed and fresh meats. Already the 
world’s leading marketer of cellulosic food 
casings, Union Carbide is preparing for future 
growth by building two additional production 
units in the United States and designing a 
third for Europe. 


A fast-growing consumer-related business 
involves the production of electronic ma- 
terials. These include Kemet brand ceramic 
and solid tantalum capacitors for the solid- 
state electronics field; and crystals of sap- 
phire, ruby, and other oxides for semicon- 
ductor and laser applications. 


Sales and earnings of consumer and related 
products are expected to benefit in 1976 from 
generally improving economies in the United 
States and other world areas, and from pro- 
gress toward penetration of European markets. 


Waiting for her theater companion, this 
young lady is checking the time ona 

new digital watch powered by two Eveready 
batteries. Worldwide sales of watches 

of this type (light-emitting diode) are 
expected to reach 85 million units in 1980. 


Financial Review 


(See also Ten-Year Summary and Financial Statements and Notes on Pages 27 through 35) 


SALES 
(Millions of Dollars) 


66 67 68 69 70 71 72 73 74 75 


ames NET INCOME 
mae DIVIDENDS 
(Millions of Dollars) 


66 67 68 69 70 71 72 73 74 75 


WHERE THE SALES DOLLAR GOES 


6.7¢ Net Income 
2.6¢ Dividends 


4.1¢ Income Retained 
in the Business 


67.8¢ Plant Cost & Distribution 
Expense 


& Other Expenses 
4.8¢ Depreciation 


1.2¢ All Other Income 
& Expenses 


6.1¢ Income Taxes 
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13.4¢ R & D, Selling, Administrative, 


DISCUSSION AND ANALYSIS OF OPERATIONS 


In 1975, sales increased 6 percent to $5,665.0 
million, while net income declined 27 percent to 
$381.7 million. These results reflect the economic 
downturn that prevailed in the United States and 
especially abroad. The year was characterized by 
lower physical volume of sales, higher average 
selling prices, and continued upward pressure 
on costs. 

Operating results by product line and geo- 
graphic area are shown in the tables on the op- 
posite page. 


Physical Volume—Physical volume of sales from 
domestic operations declined approximately 18 
percent from 1974. 


Markets—Domestic dollar sales by market are 
given in the following table. Sales are classified 
according to the customer’s immediate use on 
the basis of the Standard Industrial Classification. 


__Percent__ 
1975 1974 

Chemicals and Allied Products ....... 22 20 
Primary Metal Industries ............ 20 22 
Rubber & Misc. Plastic Products ..... 12 14 
Machim@rye ire s wicicc- cs customers © 4 4 
Food and Kindred Products ......... 3 3 
Other Manufacturing). a2. son ae: ey ees 
Totale Manufacturingmerease eee 68 71 
Wholesale and Retail ................ 25 23 
PIN OURS Sore eet reece ee eee to ear ein aA 6 
Totalinieeaces erases ccm cn ausbe et tee saa 100 100 


Selling Prices—Although price increases during 
1975 were modest, the carryover effect of the 
strong upward movement during 1974 resulted in 


substantially higher average prices for 1975. The 


domestic selling price index (1967 — 100) was 
as follows: 


Quarter Average 

Ast 2nd 3rd 4th for Year 

W975 see 171 172 175 175 1 RS: 
1974. ce 111 126 144 157 134 


Energy and Feedstocks—Total costs of major hy- 
drocarbon feedstocks and of purchased electric 
power and fuels (coal, natural gas, and fuel oil) 
for domestic operations in 1975 and 1974, as well 
as the change in their average unit costs, were 
as follows: 


Percent 
Domestic Purchases Change in 
Millions of Dollars Unit Costs 
1975 1974 ’75 vs. ’74 
LPG 3 eee $151 $120 
Naphtha .......... 150 154 uae 
Purchased Fuels and 
Electric Power .. 352 247 +65 


Maintenance and Repairs—|n 1975, expenses for 
maintenance and repairs were $351.2 million, 
compared with $308.7 million in 1974. 


Overhead and Depreciation—Selling, administra- 
tive, and other expenses increased 20 percent, re- 
flecting the effects of worldwide inflation and the 
Corporation’s commitment to strengthen its mar- 
keting and advertising programs. Advertising ex- 


penses were: -e 
Millions of Dollars 


1975 1974 

Domestic Operations ........... $35.5 $26.4 
International Operations ........ 19.9 15.1 
Total ite: cba Marcas ge cree $55.4 $41.5 


Research and development expenses increased 
28 percent to $120.2 million. Depreciation 
amounted to $269.8 million in 1975, compared 
with $248.3 million in 1974. 


Margins—Gross margin for the year was 32.2 per- 
cent, compared with 34.3 percent in 1974. The 
operating margin — income from operations as a 
percent of sales—dropped to 14.1 percent, com- 
pared with 17.8 percent in the prior year, prin- 
cipally because of lower operating rates. 


Other Income and Interest Expense—In spite of 
lower investment income, other income—net was 
substantially higher in 1975 than in 1974. This 
was principally because foreign currency transla- 
tion resulted in a credit to other income—net 
rather than a charge as in 1974. However, the 
overall impact of foreign currency translation on 
net income was a Charge in both years and was 
greater in 1975 than in 1974. This is because the 
portion of foreign currency translation relating to 
inventories, which is included in plant cost under 
the new accounting policy (see Note 1 on page 
31), was a charge in both years and greater in 
1975 than in 1974. 

Interest expense rose to $100.2 million, primarily 
because of the $300 million debenture issue sold 
in January 1975. 


Taxes—Tax data for 1975 and 1974 are tabulated 
below. Other taxes include Social Security and 


roperty taxes. 
pease _Millions of Dollars_ 


1975 1974 

Provision for Income Taxes .... $343.2 $375.4 

Other Taxes. ve ae ee 146.9 131.6 

Total tee eee $490.1 $507.0 
Percent 

1975 1974 

Effective Income Tax Rate .... 46.0 41.5 


The higher tax rate for 1975 is principally due 
to losses and write-offs for which tax deductibility 
is limited, and to lower earnings in Puerto Rico, 
where the Corporation operates under partial tax 
exemption. 

(Continued on page 24) 
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Note: In December 1975, the policy for translation of foreign currencies was changed (See Notes 1 
and 2 on page 31). In accordance with this change, financial results for prior years have been 


restated. 


Consolidated Sales by Class of Product * Consolidated Sales and Pretax Income by Line of Business 


Percent Percent 


of Total Change Millions of Dollars 
1975 “75 vs774 1975 1974 1973 1972 1971 
Sales 
29 +12 Chemicals seam 45%... ey ee PEGS) $1,478 $1,068 $ 906 $ 823 
Us —20 PIASHCS a hits! 24s leona ce viene 707 880 606 452 398 
42 0 Chemicals and Plastics ......... 2,360 2,358 1,674 1,358 224 
16 +16 Gases and Related Products .. 892 767 581 479 439 
19 + 3 Metals and Carbons .......... 1,103 1,070 786 652 651 
Gases and Related Products, 
35 +9 Metals, and Carbons ......... 1,995 1,837 1,367 eto 1,090 
23 -—-16 Consumer and Related Products . Ure 12125 898 The 727 
100 + 6 Total UCC Consolidated .. $5,665 $5,320 $3,939 $3,261 $3,038 
Pretax Income 
St —42 Chemicals and Plastics ......... Sm27S $ 473 $215 se Ee) $ 64 
Gases and Related Products, 
43 +9 Metals, and Carbons ......... 320 293 194 149 126 
20 -—-11 Consumer and Related Products . 153 138 146 108 101 
100 —17 Total UCC Consolidated .. $ 746 $ 904 $ 555 SPSS7 $ 291 


Consolidated Sales by Geographic Area ¢ Domestic and International Contributions to Net Income 


Percent Percent 


of Total Change Millions of Dollars 
1975 ‘75 vs.’74 1975 1974 1973 1972 1971 
Sales 
66 pot, sDomestic-Operations -..2 0... $3,726.4 $3,496.0 $2,599.1 $2,270.55 $2,130.7 
14 + 4 EUlOD Gtr. Steerer ta eos ee 818.6 786.6 51552 344.6 291.2 
6 +10 Gallia Await peer oe eae 368.8 336.1 239.6 204.8 188.4 
‘4 +10 EGUMmeADICIICAg mirc’, cuts ssarteutane 388.0 Bo02.2 264.1 200.1 tiv 2:2 
6 + 1 POmaS tar tere tine ook oe ont 315.0 ottat 250.9 T91E7 21120 
1 +27 Africa and Middle East ....... 48.2 38.1 69.9 49.6 44.0 
34 + 6 International Operations ........ 1,938.6 1,824.1 1,339.7 990.8 906.8 
100 + 6 Total UCC Consolidated .. $5,665.0 $5,320.1 $3,938.8 $3,261.3 $3,037.5 
Net Income 
72 —24 Domestic Operations ........... $ 275.6 $362.3 $204.8 $143.3 $108.1 
Consolidated International 
26 —27 SUDSIGIALICS eee tik sare o.3 99.2 136.7 80.4 59.7 41.4 
International Companies 
2 —74 Carried at - Equity’ 47 97.7... : 6.9 26.1 AZO 3.0 $6) 
28 —35 International Operations ........ 106.1 162.8 92.4 62.7, 44.7 
100 —27 Total UCC Consolidated .. $ 381.7 $525.1 $297.2 $206.0 $152.8 


Notes: 


if 


Throughout this Annual Report, the term “Domestic” means United States and Puerto Rico, and the term ‘‘Domestic Operations” refers generally 
to all companies operating in this area (including their exports to external customers). “International” means all other parts of the world, and ‘“‘In- 
ternational Operations” refers generally to all companies not included in Domestic Operations. 


. The comparison of 1975 with 1974, as shown above, is influenced by the following factors: 


a) Shutdown in 1975 of Chemicals and Plastics facilities in Whiting, Indiana, resulted in a net charge of $11.0 million ($5.4 million after tax). 

b) Write-off in 1975 of costs due to deferral of plans to build a petroleum coke refinery near Sarnia, Ontario, Canada, resulting in a charge of $9.7 
million, is included in Pretax Income from Gases and Related Products, Metals, and Carbons. A corresponding after-tax charge of $8.4 million is 
included in Net Income from Consolidated International Subsidiaries. 

c) In 1975, the Electronic Materials business was transferred from Metals and Carbons to Consumer and Related Products. Prior years have been 
restated. 

d) Sale in 1975 of interests in several companies engaged in tin operations, principally in Thailand, resulted in a gain of $11.9 million included in 
Pretax Income from Gases and Related Products, Metals, and Carbons. A corresponding after-tax gain of $7.6 million is included in Net Income 
from Consolidated International Subsidiaries. 


.-In 1974, consolidation of three wholly owned Rhodesian subsidiaries engaged in the metals business was discontinued as of January 1. Sales of 


these subsidiaries in 1973 totaled $36.1 million. 


(Footnotes continued on page 25) 
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DOMESTIC PRICE INDEXES 
(1967 = 100) 


¢¢e*e|ndustrial Wholesale 
Price Index 


=====3|()CC Domestic Selling 
Price Index 


PS: cae ian ieee Meal (eae heme e Heel Ppa 
OGG 7 C8) 169) 70 TAL 2 Se Aso 


CONSTRUCTION EXPENDITURES 
(Millions of Dollars) 


665167" 685) 69970) ili 2m 73) 14/5 


BOECKH’S CONSTRUCTION 
COST INDEX (U.S.) 
Commercial and Factory 
(1967 = 100) 


66 67 68 69 70 71 72 73 74 75 


Provision for income taxes has been reduced 


by the following: Millions of Dollars 


1975 1974 
Investment Tax Credit 
Amonizationmern ae ee Seon Carel 
Domestic International Sales 
Corporation (DISC) Benefit .. 9.2 13.3 


Minority Interest and Equity Companies—Minority 
stockholders’ share of income was little changed 
from the prior year. Income from companies car- 
ried at equity was much lower than in 1974, prin- 
cipally because of the depressed condition of the 
plastics business in Sweden and Japan and the 
general recession in the Far East. 


Net Income and Dividends—Net income in 1975 
represents a return on sales of 6.7 percent, a re- 
turn on average total assets of 7.2 percent, and 
a return on average UCC stockholders’ equity of 
14.5 percent. In 1975, $146.9 million or 38 percent 
of net income was paid out to stockholders in 
cash dividends, compared with $132.6 million or 
25 percent in 1974. 


Reconciliation of Earnings for 1975 and 1974—A 
summary of major variances that affected per 
share earnings during the past two years is dis- 
played in the following table: 


Earnings Variance, 
Dollars Per Share 
1975 vs.1974 1974 vs. 1973 
Domestic Gross Margin 


Selling Prices... -'-....%..... $48.08 $48.04 
Volume and Product Mix .. —2.11 +0.06 
Plant and Distribution 
Cosis rer ncte ioc —5.70 —5.21 
STO UOE ooocgaonec -+0.27 +2.89 
International Gross Margin .. —0.24 +1.32 
Total Gross Margin .... +0.03 +4.21 
Research and Development. . —0.25 —0.16 
Selling, Administrative, and 
Other Expenses ......... —1.03 —0.97 
Depreciation - ee eee —0.20 —0.03 
Income from 
©perationSmmrsaaeer —1.45 3.05 
Other Income—Net......... +0.22 +0.23 
Interest on Long-Term and 
Short-Term Debt ........ —0.29 —0.08 
incomemlaxaRates.rerre ane —0.56 0.40 
Minority Stockholders’ 
share’ of. INCOMe aac. +0.04 —0.09 
Share of Income of Companies 
Carried at Equity ........ —0.31 +0.23 
Increase in Shares 
Outstanding = seer eae —0.03 —0.02 
Net Change ........... $—2.38 $43.72 


Review of 1974 Results—In 1974, net income in- 
creased dramatically. Much higher sales resulted 
from a continued strong demand for Union Car- 
bide’s products, coupled with substantially higher 
selling prices. Although costs continued their in- 
flationary advance, margins improved. Other in- 
come increased, principally because of higher 
interest income. Interest charges increased as a 


result of higher rates and increased borrowings 
by international subsidiaries to support working 
capital needs and greater construction expendi- 
tures. Minority interests, as well as income from 
companies carried at equity, increased substan- 
tially, the latter primarily because of improved 
results in the Far East. The extension of the 
“last-in, first-out’? method of inventory valuation 
to certain foreign affiliates reduced net income 
by $13.9 million. 


WORKING CAPITAL 


Working capital increased $307.4 million during 
1975 to $1,654.4 million by year-end. 

The Corporation held a domestic portfolio of 
short-term securities amounting to $221 million 
at year-end 1975, compared with $117 million at 
year-end 1974. 

Accounts receivable in dollars increased, but 
continued to represent approximately 60 days of 
sales. Days sales outstanding at the end of each 
quarter (calculated on quarterly sales) were: 


ist 2nd 3rd th 
TOTS a eee. ere eee 58 60 62 59 
AD TARA See ee ee 62 60 60 58 


During 1974, inventories expanded to the desired 
range from the abnormally low levels of 1973. 
They then rose markedly in the first half of 1975, 
principally as a consequence of lower sales vol- 
ume. In the second half, inventory levels were 
reduced. The value of inventories at the end of 
each quarter was: 

Millions of Dollars 


1st 2nd 3rd 4th 
eis elec $1,235.9 $1,301.9 $1,206.8  $1,149.0 
Ue 5 ole 798.5 896.3 989.4 1,090.8 


CAPITAL PROGRAM 


During 1975, construction expenditures rose to 
$862 million, a 67 percent increase over the 1974 
level and almost three times the $289 million 
spent in 1973. With construction spending plans 
for 1976 and 1977 projected to approximate $1 
billion per year, Union Carbide’s spending levels 
are significantly higher than the average of $317 
million per year spent during the five years prior 
to 1974. In part, this acceleration comes from the 
impact of inflation on all aspects of construction 
costs—engineering, labor, materials, and equip- 
ment. The Corporation’s domestic construction 
cost index increased 32 percent in 1974 and an 
additional 20 percent in 1975. The cost of chemi- 
cals and plastics facilities escalated at even 
higher rates. 

Construction expenditures in 1975 by companies 
carried at equity were $209 million, principally 
as a result of expenditures of $153 million by 
Petrosar Limited, a joint-venture petrochemicals 
company in which Union Carbide Canada Limited 
has a 20 percent interest. 

(Continued on page 26) 
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Quarterly Data 
Sales, Millions 
Net Income,* Millions 
Net Income Per Share* 
Dividends Per Share 


Market Price Range 
(NYSE) Per Share 


Year 


1975 
1974 


1975 
1974 


1975 
1974 


1975 
1974 


1975 
1974 


1st Quarter 


$1,356.6 
1,109.6 


114.5 
84.7 


1.87 
1.39 


0.60 

0.525 

40% —58% 
3194 —39 


2nd Quarter 3rd Quarter 4th Quarter 

$1,394.1 $1,482.6 $1,431.7 

1,328.6 1,473.0 1,408.9 

98.1 88.6 80.5 

USI 7/ 158.9 145.8 

1.61 1.44 ako 

2.23 2.60 2.39 

0.60 0.60 0.60 

0.55 0.55 0.55 

545% —66 2 555% —63 2 547% —61% 
36% —44%4 344%4—43% 33% —46 


Full Year 


$5,665.0 
5,320.1 


381.7 
525.1 


6.23 
8.61 


2.40 
2.175 

40 Ve—66 V2 

3134—46 


*All Net Income and Net Income Per Share amounts (except for the 4th Quarter of 1975) differ from the amounts 
originally reported because the policy for translation of foreign currencies was changed in December 1975. (See Notes 


1 and 2 on page 31). 


Invested Capital 


Millions of Dollars at Year-End 


1975 1974 1973 1972 1971 
Short-Term Borrowings .......... > 1765 $ 115.5 $ 118.8 $ 68.8 $ 105.8 
Long-Term Debt, including 
Current Installments ........... Groh oye) 989.8 971.4 958.2 948.2 
UCC Stockholders’ Equity ........ 2,748.0 2,502.4 2,106.4 1,929.4 1,839.3 
Total Invested Capital ..... $4,239.8 $3,607.7 $3,196.6 $2,956.4 $2,893.3 
Construction Expenditures 
Millions of Dollars 
1975 1974 1973 1972 1971 
By Line of Business 
Chemicals:andePlastics 2 wk foc csece cs cea chaen « as $433 $228 $ 98 $ 82 $189 
Gases and Related Products, 
Metals, and) GarbonSaasiss.2 ace o.4 5, wes 324 228 Lod. 131 96 
Consumer and Related Products .......... 105 eae 34 31 50 
Total UGG Consolidated .....°.......4...0: $862 $517 $289 $244 $335 
By Geographic Area 
DOMeSHONODCnaUONS Fie nae sha ne $607 $363 $196 $158 $249 
UK OD Ome y eee air nee wine ar ous trees ee 104 53 Zt 18 31 
GEV ae (2 Fc oak in teen ee SR Ror ae 77 49 22 26 12 
LatiniscAImerica, <u. 7m en re 42 32 22 ive 18 
Fat aS tee ce a eee Meme oe oss 23 16 13 20 12 
Africa and "Midale: Eastin... =. smse wc oe 9 _4 eek} as) nk) 
Intemational Operations cc... saves «se 255 154 93 _ 86 __ 86 
Total (UGC *Gonsolidatede. 2 ieee a... $862 $517 $289 $244 $335 
dees rede Seats heed $209 $ 21 $ 19 $ 32 $ 52 


Companies Carried at Equity 


aS SS SE TE AT EE SP DE SS EDO IT ILD LEED ELE IEEE EEL EL ELE ELEGY DEON ELLEN LANL ED LEBEL DLE LED ILE ENA. EP LLIN EEE 


Notes (continued): 


4. a) In 1973, recovery of damages under patent litigation of $7 million is included in Pretax Income from Gases and Related Products, Metals, and 
Carbons. A corresponding after-tax gain of $3.6 million is included in Net Income from Domestic Operations. 

b) In 1973, the Corporation increased its interest from 50 percent to 100 percent in a United Kingdom plastics manufacturing subsidiary on July 1, 
Non-consolidated sales during the first six months of 1973 were $78.8 million. The effect of this consolidation on income is not material. 

c) In 1973, abnormal property retirements at Cubatao, Brazil, partially offset by gains on sales of assets of a United Kingdom subsidiary, resulted 
in a net charge of $27 million included in Pretax Income from Chemicals and Plastics. A corresponding net charge of $17.3 million after tax is 
included in Net Income from Consolidated International Subsidiaries. 

5. In 1972 and 1971, Pretax Income is before nonrecurring gains and charges, which have been treated as extraordinary items. 
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INVESTED CAPITAL 
(Millions of Dollars) 


66 67 68 69 70 71 72 73 74 75 


TOTAL DEBT AS PERCENT 
OF INVESTED CAPITAL 


66 67 68 69 70 71 72 73 74 75 


RETURN ON INVESTMENT 
(Percent; Average Basis) 


=== on UCC Stockholders’ Equity 
=—— on Invested Capital 
ee ON Total Assets 


Fal eel eel eo lease) ae) 
66 67 68 69 70 71 72 73 74 75 


Construction expenditures for domestic environ- 
mental protection were about $40 million in 1975, 
compared with about $30 million in 1974. Such 
expenditures during the five-year period 1971 
through 1975 totaled approximately $140 million. 
Operating expenses for these facilities were 
about $40 million in each of the years 1975 and 
1974. 


SOURCES OF CAPITAL 


At the end of 1975, consolidated total debt con- 
stituted 35.2 percent of invested capital. Although 


it is anticipated that the debt ratio will remain in — 


this range for the next two to three years, it is 
planned to keep this percentage between 31 and 
34 percent over the longer term. 


When appropriate, the Corporation utilizes pro- 
ject financing, various leasing arrangements, and 
joint ventures. 


Major sources of funds during the year were 
the following: 


Funds provided from operations—These totaled 
$777.5 million in 1975, compared with $832.7 mil- 
lion in 1974. 


Long-term debt—Debt issues included $300 mil- 
lion of 8% percent debentures, carrying double- 
A ratings, that were sold in January 1975; $75 
million (Canadian dollars ) of 1034 percent deben- 
tures sold by Union Carbide Canada Limited; and 
revenue bond issues totaling $14.0 million to fi- 
nance pollution abatement facilities. 


Lines of credit—Various lines of credit are avail- 
able to the Corporation and its subsidiaries. The 
principal domestic line of credit arrangements 
permit Union Carbide to borrow up to $600 million 
under 90-day notes. Of this, $200 million is avail- 
able under a revolving credit agreement. The Cor- 
poration also maintains the highest-grade com- 
mercial paper rating. 

Short-term borrowings, which were higher at 
various times during the year, included the fol- 
lowing at the end of the years 1975 and 1974: 


Millions of Dollars 


1975 1974 

Domestiowe- tira ee ee $ 27.4 — 
Internation'aless cee. oe ree 149.1 S15 
Total .2ees cee eee $176.5 $115.5 


The weighted average interest rates on short- 
term borrowings during 1975 and 1974 were ap- 
proximately 11 percent and 13 percent, respec- 
tively. 


Mineral production payment—This $160 million 
transaction, entered into in October, represented 
the advance sale of tungsten, uranium, and va- 
nadium minerals. 


OTHER FINANCIAL DATA 


Balance of Payments—Union Carbide has con- 
sistently been a positive contributor to the United 


States’ balance of payments. From 1971 through 
1975, its dollar inflows exceeded outflows by 
$710 million. However, the level of this contribu- 
tion has been greatly diminished in the last two 
years by the tremendous increase in crude oil 
and naphtha prices that commenced late in 1973. 


Millions of Dollars 


1975 1974 
Exports from the United States 
and Puerto Rico 
TOsGUSLOMEISEEEA eee $219 $216 
To ‘Subsidiaries — 5 7...) 22. 281 _250 
otalBEXDOnSms erie ee 500 466 
Net Dividends from International 
Affiliates aac. yeaa ea 48 63 
Other Receipist aa. a Ze «20 
Total Dollar Inflow ........ $570 $549 
iotalilmpontsiy. tes oe $305 $283 
Investments (Outside U.S. & P.R.) 41 i 
Repayment of Loans .......... 22 86 
Other Disbursements .......... 126 _82 
Total Dollar Outflow ....... $494 $472 
Net Favorable Balance .... $ 76 $ 77 


Employment—Year-end 1975 employment com- 
pares with 1974 as follows: 


1975 1974 

Domestic Operations ........... 56,678 58,286 
International Operations ........ 49,797 51,280 
Total UCC Consolidated .... 106,475 109,566 


Domestic employment costs in 1975—including 
wages and salaries, benefits, and payroll taxes — 
totaled $1,005.9 million, compared with $902.8 
million in 1974. This represents 27 percent of 
domestic sales in 1975, and 26 percent in 1974. 


Employment and cost statistics above do not 
include: 


1975 1974 
Employees at Nuclear Facilities 
Operated for the U.S. Government.. 16,671 15,775 
Employees of Companies 
Carried atiEquityiermen te eer 7,134 5,982 


Retirement Program—lIn the United States, essen- 
tially all employees participate in the retirement 
program. The principal plan is non-contributory. 
In 1975, the cost to the Corporation was equiva- 
lent to approximately 10 percent of payroll. The 
interest assumption for actuarial purposes is 6 
percent. At the end of 1975, about 17,200 persons 
were receiving retirement program benefits 
amounting to approximately $44 million annually. 
Effective January 1, 1975, benefits were increased 
for employees who retired prior to January 1, 
1973, at an additional cost for 1975 of approxi- 
mately $1.4 million. Effective January 1, 1976, 
the plan was modified to provide improved bene- 
fits for employees retiring on or after that date. 

Outside the United States, Union Carbide main- 
tains various arrangements for providing retire- 
ment benefits. 


Ten-Year Summary 


Union Carbide Corporation and Subsidiaries 


Dollars in Millions — Except Per Share Figures 


For The Year 1975 1974 1973 1972 1971 1970 1969 1968 1967 1966 
ME SALCSS 6.5 REPS a AM 6 ce we 8 $5,665.0 $5,320.1 $3,938.8 $3,261.3 $3,037.5 $3,026.3 $2,933.0 $2,685.9 $2,545.6 $2,587.0 
Less: Plant Cost and 
Distribution Expense .......... 6,690.0... 9,497.9 2.57/59 24137:1 20164 2,002.9. 1,914.2 =1:738.2 1,609.6 1,582.0 
Research and Development .... 120.2 94.2 76.8 69.6 78.3 78.0 75.6 82.7 85.3 77.0 
Selling, Administrative, and 
Other Expenses. ... 2.0.55 249s 638.7 531.3 426.2 376.8 368.7 360.3 334.3 324.1 Sedo 289.1 
WEDFECIAUON eet Oss... oso ate | 269.8 248.3 245.2 245.2 229.3 236.4 250.0 230.8 230.8 206.9 
Income from Operations .......... 797.0 948.4 614.7 432.6 344.8 348.7 358.9 310.1 297.2 432.0 
Plus: Other Income—Net ........ 48.7 25.6 0.5 10.3 8 6.7 33.2 3.6 11:8 10.8 
Less: Interest on Long-Term and 
Snorn-lTerm, Debt, so .....s226'6s.. 100.2 69.8 60.6 56.1 60.9 58.5 50.9 47.1 41.9 30.4 
Income before Provision for 
INCOMES AXOS Gre oo oa Gs Pete nee 745.5 904.2 554.6 386.8 291.2 296.9 341.2 266.6 267.1 412.4 
Provision for Income Taxes ...... 343.2 375.4 245.0 164.3 126.9 130.4 149.1 100.9 92.3 165.9 
Income before Minority Interests 
and UCC Share of Income of 
Companies Carried at Equity ... 402.3 528.8 309.6 222.5 164.3 166.5 192.1 165.7 174.8 246.5 
Less: Minority Share of Income .. 28.4 30.7 25.0 17.8 15.7 13.3 10.5 9.8 10.0 10.5 
Plus: UCC Share of Income of 
Companies Carried at Equity ... 7.8 27.0 12.6 3.5 4.4 4.1 4.6 LE 5.9 3.6 
Income before Extraordinary Items. . 381.7 525.1 291.2 208.2 153.0 157.3 186.2 157.0 170.7 239.6 
Extraordinary items’ «2... 2.5.2... os — — (2.2) (0.2) _ _— _ — —_ 
BIOUIINIGOMOG 22.65.66 cone cee cee mes ool 525.1 297.2 206.0 152.8 157.3 186.2 157.0 170.7, 239.6 
Net Income Per Share .......... 6.23 8.61 4.89 3.40 Zine 2.60 3.08 2.60 2.82 3.97 
Dividends Per Share .............. 2.40 2.175 2.075 2.00 2.00 2.00 2.00 2.00 2.00 2.00 
MEOMSUELICHION |. ganesh ies oa ea oe ees 862.2 516.6 288.7 243.9 305:2 393.7 322.2 347.1 478.7 393.6 
Market Price Range Per Share (NYSE) 
fal PRS 2 eae 6612 46 51% 52 50% 40% 47% 50% 59 70% 
MENON cc dtr okies. dc Punta wir aye 40% 31% 29% 41% 385 29V2 35% 40% 45% 455% 
At Year-End 
Meat King Capital aes g.0.s ca cn cee 1,654:4%)) 1,347.0; 1,205.0 997.3 870.7 789.3 870.5 811.1 871.8 746.0 
MCA ASSOLS co Go 2. ota Psp ud eee Si40:0e4 O10 2A 160-4) 9 S./ 11:3) 3,546.3 3,563.8) (3,355.9. 3,208;6 3,088.3 25759'8 
mevesied Capital: cei. os. ees heed 4,239.8 3,607.7 3,196.6 2,956.4 2,893.3 2,976.3 2,787.1 2,698.7 2,644.3 2,275.4 
UCC Stockholders’ Equity ......... 2,748.0 2,502.4 2,106.4 1,929.4 1,839.3 1,804.6 1,766.7 1,701.2 1,665.0 1,607.6 
Oa ALO 60 oatgckis ive. «<p> eee 44.80 41.01 34.60 BIEL. 30.37 29.84 29.22 28.14 27.54 26.61 
Shares Outstanding (Thousands) ... 61,336 61,016 60,868 60,732 60,568 60,479 60,479 60,465 60,454 60,423 
Number of Employees ............ 106,475 109,566 109,417 98,114 99,181 102,144 104,411 100,448 99,794 101,785 


apr sr prem cera rr TS SE TP TE ES EE LO ST IE ST OLS IT SF IF I aD ETE AE LTT EE IE EME IBS ES SLE RE SE LES 


Other Financial Data 


RIUROUEER AION sng es coe eres 2.5 
Debt as Percent of Invested Capital . 35.2 
Net Income as Percent of: 
SGIOS Conese hare eerece case a & o clees 6.7 
Assets (Average) ............. wae 
Invested Capital (Average) .... 9.7 
UCC Stockholders’ Equity 
(AVELACO) mean ia es 14.5 


14.7 


10.9 


8.4 


9.3 


15.5 


Ra ena aS SS TEI ST IESE TL EE I RT IL LOE LLL LTE LEST LIT AES DI LSE BI TE EB AT TES DES CIEE DID EDEL DET RII ETT EE TT I IE 


In December 1975, the policy for translation of foreign currencies was changed (See Notes 1 and 2 on page 31). In accordance with 
this change, financial results for prior years have been restated. 
Net income per share is based on weighted average number of shares outstanding during the year. 
Invested capital consists of short-term debt, long-term debt including current installments, and UCC stockholders’ equity. 
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Consolidated Statement of Income and Retained Earnings 


Union Carbide Corporation and Subsidiaries 


Millions of Dollars 


(Except Per Share Figures) 


Year Ended Year Ended 
Dec. 31, 1975 Dec. 31, 1974 
(Note 2) 
Net Sales -....3./s 2 $6652 FOG eee ee ee $5,665.0 $5,320.1 
Operating Costs and Expenses 
Plant:Gost and Distribution Expense>> .-. 23-2 eo et ee 3,839.3 3,497.9 
Research and'Development] sce sae ree. oe as ee 120.2 94.2 
Selling, Administrative, and Other Expenses ...................-- 638.7 531.3 
Depreciation... <o..5:» «icc. cee ee ee es as ee 269.8 248.3 
4,868.0 4,371.7 
income from Operations 2.25 ioe a foe ak oh ee eee 797.0 948.4 
Plus: Other: Income—Net 23.042 25e. sees ce oh oe Lee ee 48.7 ) 25.6 
Less: Interest on Long-Term and Short-Term Debt ................ 100.2 69.8 
Income Before Provision for Income Taxes ....................005. 745.5 904.2 
Provision for Income Taxes 
Gurrent 25 ods rs eee ee eerie Sie a aes ae 232.6 329.5 
Deferred ...-.c% e340 cee Ree ees ee er 110.6 45.9 
Total x. cca. saci tee eyed renee RR slay Bast ee es po ee te 343.2 Biot 4 
Income Before Minority Stockholders’ Share of Income and 
UCC Share of Income of Companies Carried at Equity ............ 402.3 528.8 
Less: Minority Stockholders’ Share of Income .................... 28.4 30.7 
373.9 498.1 
Plus: UCC Share of Income of Companies Carried at Equity ....... 7.8 27.0 
Net INCOME | 23 ose nt es ee i hi a oat) er eee 381.7 525.1 
Retained Earnings atJantiary/i- -. .2.2. 5 2055-3 ee ws eee ee 2,178.3 1,784.9 
Adjustments <cey Pica eee ee ea Pa AN See tert eee ee eee 0.6 0.9 
2,560.6 2,310.9 
Dividends Declated®: 622 ere ees Re ee Oe 146.9 132.6 
Retained Earnings at, December 3t .. .. .. 3. ss es See eee $2,413.7 $2,178.3 
Per Share 
Net Income” cee ere ere rere) etre ee ee rene $6.23 $8.61 
Dividends: Declared tage ae etna Bias oi ae Spee ee $2.40 $2.175 


* Based on 61,268,981 shares (60,998,379 shares in 1974), the weighted average number of shares out- 
standing during the year. 


The Notes to Financial Statements on pages 31 through 35 are an integral part of this statement. 


Consolidated Balance Sheet 


Union Carbide Corporation and Subsidiaries 


Assets Millions of Dollars 
Dec. 31, 1975 Dec. 31, 1974 


ia a Se ee ND) 


Current Assets 


CCRC eR ch Sg Wayne dashes A ee i. ED, DA. $ 90.1 $ 95.0 
Time Deposits and Short-Term Marketable Securities ............. 495.0 331.1 
585.1 426.1 
Notes andsAccounis Receivable: :saic..o%.2. dak ++ fae pees sae 913.7 885.1 

Inventories 
aa IALONIOIS CAN OUP PUGS io as yaad elivcnsa py te las cei see olin OS 354.3 371.6 
POUR E TOC OG SRS oii cet 1S ni Seishin oa pe cake Mai te ee uke eae 283.0 267.9 
Sieg ae Ol Ctels\: | Ar ee Te ey ee os Sty. 451.3 
1,149.0 1,090.8 
Fe DAGSEXDEMSCS): Seb nt onic a Sores See Cae es sO ee reel ias 76.7 58.5 
otal CurrentrAssets ie is OS OO ee oe ®t ee ea 2,724.5 2,460.5 

Fixed Assets 
PiOpenty. iat anGsEeqiipiment « Ji5e. sige Mage tose oan eens ee oe 6,038.2 ees Te BY f 
ess sAcCumlAted ,DEDIOCIAlONy 5... oioa25 cadsos . Seem ee a en oe 3,253.7 3,136.0 
NGL EIXedtASSetS pe a hn «ene ieee oe oe ee 2,784.5 22307 

Investments and Advances 

Companies, Galried at: EQUILY. «oid aciniedncitane es Sete ee ee re 106.3 77.8 
OU Gia wi ets eg i kate his A ek ident, oc NS oe oe ae 45.6 37.3 
COU C PSSO CS i ag a ae es st Sco RR Le 79.9 67.9 
$5,740.8 $4,879.2 


sump I a I EE EE SS SS Re eee ESS EEE eS 


Liabilities and Current Liabilities 


Stockholders’ Equity WeconnistPavalia See eet ot ee eae ee. $ 277.2 $ 291.9 
SHO 1 Clin PO OMOWINGSe oe teas. oe | eee Oe el eae ge Os area da 176.5 115.5 
Payments Due Within One Year on Long-Term Debt .............. 37.8 95.8 
ACCINedINCOMme and OINel, VAXOS irc Wok ac la ee GB anctete pies ai ate = 168.0 224.3 
OTHE eA CChUCOSLIGDIITIOS oF eset ora). akc <a fe nares ape ee ls 410.6 386.0 

TOtal[GUITONT Vicmultle S28 6 ey os Oe 6 on o hee ieee 1,070.1 ig WS hy 
Deierred | Crees 28ers eee as sa a ea eh es wn ie 473.5 204.0 
Long-Term Debt eee eee ee ee etice: 5 ~s eP eee Aen y(t ees 894.0 
Minority Stockholders’ Equity in Consolidated Subsidiaries .......... LAM 165.3 
UGC Stockholders EQUIty oie ee Se en ee ea eee oes 2,748.0 2,502.4 

$5,740.8 $4,879.2 


The Notes to Financial Statements on pages 31 through 35 are an integral part of this statement. 
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Consolidated Statement of Changes in Financial Position 


Union Carbide Corporation and Subsidiaries 


Millions of Dollars 


Year Ended Year Ended 
Dec. 31, 1975 Dec. 31, 1974 
ee 
Working Capital at Beginning of Year ...................... 0-000. $1,347.0 $1,205.0 
Additions 
Operations 
Net incomes oe es fg as conte nec ore eee oe 381.7 525.1 
DEPreCiatiOn mee set reine oatete Ss ease oh sc es a eee 269.8 248.3 
Deferred Income Taxes—Noncurrent ...............%.22-+ eee. 100.8 52.6 
Minority, Stockholders? Share’ of Income’ .....2.-- . 27 eet eee | alee "28.4 30.7 
Unremitted Earnings of Companies Carried at Equity ........... (3.2) (24.0) 
Working Capital Provided from: Operations: . ¢ ..sperues eee or Who 832.7 
Proceeds from Sale of Mineral Production Payment ............... 160.0 _ 
New Financing 
Long-term: DebUairie<: soe.0 cot esti ae ee ee eee 443.5 43.1 
OTS ee secre sy eae eo eo ie ai haes.oc Bs sen uch Oh ace 10.2 2.7 
Disposals of Ner FixedrAssets® 2) 2. 08). .-o5 3.5 wan a eeu eee We 26.7 
TOtalPAGGITIONS 2 «2. sce se sfc eb hes pe eS ee eee 1,408.7 905.2 
Deductions 
DividendssPaid? on sy jcc cs to «sexsi. 4-0) A te a 146.9 132.6 
COnsthuction EXDeNCitures: ccrcin a: bucus ora e-e oraaceouegett cues sete ee ae 862.2 516.6 
Reduction insLong-(er, Debt 15 6... .... <2 2 oo ol ee 56.1 98.2 
@\tg t=) Gedo Ween eee cat ane nua ae Me NOMENON oy OB pee tn a 36.1 15.8 
TOtALSDEGUCIIONS 3 ike send cis eGo te nee + Oe TO T1013 763.2 
Increase, in, Working Capital. i...) 6.20 e854 oad da ee ee 307.4 142.0 
Working Capital at End of Year ............. 20.0... ccc eee $1,654.4 $1,347.0 
Changes in Components of Working Capital 
Cash and Time Deposits and Short-Term Marketable Securities .... $ 159.0 $ (125.4) 
Receivablesr ir. te ore tks oe Uden sieee o aie eee eee 28.6 217.9 
NINWONLONICS retractor ares eae orf ool orca a coc ranal Oe ahora en mete Meee 58.2 334.7 
Prepaidis expenses ics cnclcc ses ccs os eas araate oie ee erereaans ae me 18.2 7.7 
INCKeaSSeiinc GuirEMtASSEIS |< .c 6 ic. cs.s0m «nw staat nee eees Pee eee 264.0 434.9 
Accounts: Rayablemrae neces. 2 os «5 2 ene hie walle eee On (14.7) 73.1 
SOLE SL Tite SOLO Wi) OS ere acti Grek 0s he) cera nsec sce take nae eee nee ea 61.0 (3.3) 
Other: Currenwriabnitiese oe are. te ree yO ee ee me eee (89.7) 223.1 
Increase (Decrease) in Current Liabilities ...................... (43.4) 292.9 
Increase in Working Capital ........ 0.0.0.0... ccc ccc ccc eceeeceeees $ 307.4 $ 142.0 


The Notes to Financial Statements on pages 31 through 35 are an integral part of this statement. 
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Notes to Financial Statements - 1975 and 1974 


Union Carbide Corporation and Subsidiaries 


1. Summary of 
Significant 
Accounting Policies 


Principles of Consolidation—The consolidated fi- 
nancial statements include the assets, liabilities, 
revenues, and expenses of all significant subsidi- 
aries except three Rhodesian subsidiaries, which 
are included in Other Investments at the value of 
Union Carbide’s equity in their net assets at Jan- 
uary 1, 1974. Investments in significant com- 
panies generally 20 to 50 percent owned are car- 
ried at equity in net assets, and Union Carbide’s 
share of their earnings is included in income. 
Intercompany transactions have been eliminated. 
All other investments are carried at cost or less. 


Translation of Foreign Currencies—|In December 
1975, the policy for translation of foreign curren- 
cies was changed pursuant to Statement No. 8 of 
the Financial Accounting Standards Board issued 
in October 1975. Under the new policy, accounts 
carried in foreign currencies are translated into 
U.S. dollars as follows: (a) inventories, fixed as- 
sets, investments, intangibles, and deferred credits 
at historical rates; (b) all other assets and liabili- 
ties at year-end rates; (c) income and expenses at 
monthly rates, except for depreciation and amor- 
tization of those balance sheet accounts trans- 
lated at historical rates. Gains and losses result- 
ing from exchange rate fluctuations are credited 
or charged to income currently. Prior to the 
change, inventories were translated at year-end 
rates; also, translation adjustments of long-term 
debt arising from the effects of major currency 
revaluations or devaluations were deferred and 
amortized over the remaining terms of the debt. 
Financial statements for years prior to 1975 have 
been restated to reflect the effect of the change. 


Marketable Securities—Marketable securities are 
carried at the lower of cost or market. 


Inventories—|nventory values, which do not in- 
clude depreciation, are stated at cost or market, 
whichever is lower. Cost is determined generally 
on the ‘“‘last-in, first-out’? (LIFO) method for U.S. 
companies and for certain subsidiaries operating 
outside the United States. Generally the ‘‘average 


cost” method is used by all other subsidiaries. 
If the “first-in, first-out’ (FIFO) method had 
been used, it is estimated that inventories would 
have been approximately $520 million and $233 
million higher than reported at December 31, 
1975, and December 31, 1974, respectively. 


Fixed Assets and Depreciation—Fixed assets are 
carried at cost. Expenditures for replacements 
are capitalized, and the replaced items are re- 
tired. Maintenance and repairs are charged to 
operations. Gains and losses from the sale of 
property are reflected in income. 

Depreciation is calculated on a straight-line 
basis utilizing U.S. Internal Revenue Service 
guideline lives. The Corporation and its subsidi- 
aries use other depreciation methods (generally 
accelerated) for tax purposes where appropriate. 


Research and Development—Research and de- 
velopment costs are charged to expense as in- 
curred. Depreciation expense applicable to re- 
search and development facilities and equipment 
is included in depreciation in the income state- 
ment ($5.8 million in 1975 and $6.0 million in 
1974). 


Income Taxes—Provision has been made for de- 
ferred income taxes where differences exist be- 
tween the time in which transactions, principally 
relating to depreciation, affect taxable income 
and the time in which they enter into the deter- 
mination of income in the financial statements. 
The investment tax credit is deferred and 
amortized over the average life of fixed assets by 
reductions in the Provision for Income Taxes. 


Net Income Per Share—Net income per share is 
based on the weighted average number of shares 
of common stock outstanding in each year. There 
would have been no material dilutive effect on 
net income per share for 1975 or 1974 if conver- 
tible securities had been converted and if out- 
standing stock options granted had been exer- 
cised. 


BN ee SR I I AS EB EL SELES EO LEE TES BEG EE SE A EEE SES SEES SS RE LE me 


2. Foreign 
Currency 
Adjustments 


The financial statements for 1974 have been re- 
stated for the change in accounting policy for 
translation of foreign currencies described in 
Note 1. As a result, net income for 1974 is $5.0 
million, or $0.08 per share, less than originally 
reported, and retained earnings at the beginning 
and end of 1974 are, respectively, $2.1 million 
higher and $2.9 million lower than originally re- 
ported. For 1975, net income is $10.3 million, or 
$0.17 per share, higher than it would have been 
under the previous policy. 


In 1975, translation of balance sheet accounts 
carried in foreign currencies, and exchange gains 
and losses, resulted in a credit to Other Income— 
Net of $12.9 million ($18.7 million charge in 1974). 
The effect, after provision for taxes and minority 
interests, and including exchange adjustments of 
companies carried at equity, was to increase net 
income in 1975 by $10.4 million ($5.9 million re- 
duction in 1974). 
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3. International 
Operations 


The following is a financial summary of consolidated international subsidiaries and international com- 


panies carried at equity: 
Millions of Dollars 


Dec. 31, 1975 Dec. 31, 1974 
Companies Companies 
Consolidated Carried at Consolidated Carried at 
Subsidiaries Equity* Subsidiaries Equity * 
Total®Assets: = ov. o 5 cos sors eee a ee $1,951.4 $651.8 $1,742.0 $415.7 
Less: 
Total Liabilities @. ease eee 946.3 425.5 810.1 273.5 
NetcAssetsis stoic ee eee eee 1,005.1 226.3 931.9 142.2 
UGG: Equity schist ace oot eee $ 866.6 $ 96.4 $ 797.2 $ 69.5 
Net; Sales sos 2: eo ce eee eee $1,938.6 $568.2 * * $1,824.1 $739.6 * * 
Net: Income: ..2..0k 2-5 a eee eee $ 124.7572 $ 7.4 $ 165.1 $ 52.5 
UGC. Share? shrek eee $2:99:22 78 $ 6.9 $ 136.7 $ 26.1 


*In November 1975, the Corporation reduced its inter- 


est in Union Carbide Mexicana, S.A. from a majority 
position to 45.7 percent. As a result, the assets, liabili- 
ties, sales, and income of this company were thereafter 
excluded from consolidation and the Corporation’s in- 
vestment was carried at equity in net assets. Assets 
and liabilities of this company included in amounts for 
international companies carried at equity at December 
31, 1975, were $73.0 million and $37.1 million, respective- 
ly. The effect of this change on net income is not material. 
In December 1975, the Corporation sold its interests: in 
several companies engaged in tin operations, principal- 
ly in Thailand. Amounts included in net sales of com- 


panies carried at equity in 1975 and 1974 for these 
companies were $221.4 million and $380.1 million, re- 
spectively. Assets and liabilities of the companies in- 
cluded in amounts at December 31, 1974, were $81.6 
million and $65.5 million, respectively. Net income 
amounts in both years were not material. 


**Exclusive of $40.5 million net sales to UCC and its 
consolidated subsidiaries in 1975 ($24.1 million in 1974). 


***Includes a charge of $8.4 million for the write-off 
of costs resulting from deferral of plans to construct a 
petroleum coke refinery near Sarnia, Ontario, Canada. 


4. Supplementary 


Balance Sheet 
Detail 


Millions of Dollars 
December 31, 


1975 1974 
Notes and Accounts Receivable 
BB c=\0 [= a ee MNCS ult NER Pt oct ME ROM maces Brn Ar cs oa her Bice td ited dates) OreP oor $ 842.6 $ 790.9 
01 191 =) Ga eenenry ae Nr Fi Srhh onc ood a Hane RR Are Os Fed cca Oo. cholo. Ginis blo sana omy extn 88.1 109.8 
930.7 900.7 
Less: ‘Allowance for DoubtfulgAccountS#a-- seer aercr eerie ier eran AO 15.6 
$  913:7 $ 885.1 
Fixed Assets 
Land and Improvements resmccs erate evccstn et cesta een tars aan aor arenes Sones $ 290.4 
eAVii ce [[g\e mean weiner eee Aaa Ned, Ate MER e AIO aie AME as car Gn Ban ox Bich Ath PadgS cite EM 695.9 651.4 
Machinery and sEquipmentierence cut eoscets 3 castes oe Se eer ener ere Caen aero 4,317.7 4,033.6 
Construction-in, Progress:and#Other®. 2220... .4 sone gh eee ee en eer es 712.8 396.3 
Other Assets 
Deferred Charges: coc aesrmmctgeee ere trek cece eee: Ao ST Rea Uae ORR hea $ 32.4 $ 23.3 
Long-Term ‘Receivables eymeenc creates reece sere eee ce ees ee Pa eae ey ie 37.4 34.3 
Patents; Tirade’ Marks zandeGoocdwiliikeemiciie serene taeen ernce tener rere er nae nee 10.1 10.3 
$ 79.9 $ 67.9 
Deferred Credits 
InCOMe sTAX@S?) is 55d eis ch ce in ae A eae, ate ot oe: Andee ae MM oct $ 234.7 $ 158.9 
Investment lax’ Gredita’ 4 acne tee ee Ri ack eee eee 53:3 28.3 
Mineral ‘Production ‘Payments caret enact sag tua sek alt op Ae ee et 160.0 = 
OTN Ore ayers cor cues tha ger au cee TR TEES eed ee oe EE ee eR EINE 250 mee 16.8 
$473.5 $ 204.0 


*Deferred income taxes related to current items are in- 
cluded in accrued income and other taxes in the 
amount of $36.4 million in 1975 ($24.9 million in 1974). 


**In 1975, the Corporation sold a $160 million mineral 
production payment, representing the advance sale of 
tungsten, uranium, and vanadium minerals to be de- 
livered over a seven-year period commencing in 1976. 


***Includes a credit of $5.7 million representing the 
net amount of estimated insurance proceeds less costs 
to date relating to the explosion in February 1975 in the 
polyethylene section of the Antwerp, Belgium, plant. 
These items have been deferred pending final determi- 
nation of insurance proceeds and costs. 


Reena ea EL ET TLE I SEE TE DE LEED TEE LOSI EDT ELIE EI GEL ETE ET ELE TOE SEE GEE LIE SERED ILE LIE LEI IE LIEE EES EPP OOY ESOL PFE LIE PTI ELE SPS GO LLEG LI NEPA ELE A GLEE AP DOTS LS LEER ELEN PIT 


5. Long-Term Debt 


Millions of Dollars 
December 31, 


1975 1974 
Union Carbide Corporation 
S00 Von NOLES auetseniannUalyiitOr 1904" 4". a). xvas Mes seldom «one ie see ase es $135.0 $150.0 
3.625% Notes due semiannually to 1990, issued at a discount to 
yield lenders 4.50% per annum over the term of the notes .................-... Sieo 40.0 
AOU CUNO SP OUEESOIMANMUANY 10: 1996. oc 5.2 8c cate, weeks) dioence Wisenunr sures, odie ike win gueubie «so % 41.2 43.1 
AOC CmINC Le SUG ANMUANY, 1950 10a G94: ooo c< ccarcminc Weoun dae osiw sie egiaa lo wae uaueeieynee ws 200.0 200.0 
5.30% Sinking Fund Debentures, with equal annual 
Ske OniuMGEpayMenis aAG7O 10. 1991. scr. cuss ooo oa ss v Se ane a nasi e eee eatin 250.0 250.0 
6.80% and 6.60% Notes, payable in Belgian francs, due December 31, 1975 ......... - 53.9 
iofovozeurodciian Loan: due: quarterly to 1977 2.0... sacs cass soe ee tec te ge veo nas 6.7 10.0 
8.50% Sinking Fund Debentures due 2005, with 
AnnUaESINKINGMUN GE pAayMentsal OSOstOn 2004 sean sre. 0, neers ene eee 300.0 — 
Capitalized Leases and Installment Purchase Obligations ...................00005. 45.8 31.8 
Domestic Subsidiary 
4.75% Guaranteed Debentures due 1982, convertible into 
Union Carbide Corporation common stock at $56.50 per share .................. 49.3 50.0 
International Subsidiaries 
VanOuSmmakunitlcsmanCalmteneSturalGSy wr cqrtyc ca usscuence Marcos ou asvoncn awed eer ena REIS 249.8 161.0 
1,315.3 989.8 
Locs Ray MentsrauavwithinvOne Year c Gis.2c ace... cess. cg ae dle de awn mu eee tee 37.8 95.8 
Sils2MAD $894.0 


Capitalized Leases and Installment Purchase Ob- 
ligations represent state and local governmental 
bond financing of pollution abatement facilities 
and are treated for accounting and tax purposes 
as debt of Union Carbide Corporation. Periodic 
lease and installment payments will amortize the 
principal and interest to maturity at an average 
effective annual interest rate of 5.74 percent. 

International subsidiaries’ debt includes $49.7 
million in 1975 and 1974 due in U.S. dollars. At 
December 31, 1975, $232.0 million of interna- 
tional consolidated assets was pledged as se- 
curity for $61.7 million of international subsidi- 
aries’ debt. 

Payments due on long-term debt in the four 
years after 1976 are: 1977, $47.0 million; 1978, 
$51.0 million; 1979, $56.2 million; 1980, $51.2 
million. 

Various lines of credit are available to the Cor- 
poration and its subsidiaries. The principal do- 
mestic line of credit, entered into in August 1974, 
permits the Corporation to borrow $400 million, 


subject to customary review and annual renewal, 
and also permits the Corporation to borrow $200 
million under a revolving credit agreement. These 
arrangements provide for 90-day notes and inter- 
est at the prime rate, with a fee of ¥2 of 1 percent 
per annum on the unused portion of the revolving 
credit commitment. Any notes outstanding under 
the revolving credit agreement on August 15, 
1977, may be converted into four-year term notes, 
payable in equal semiannual installments, bearing 
interest at a fluctuating rate of % of 1 percent 
above prime. Commencing in July 1975, the Cor- 
poration borrowed from time to time under its 
$400 million principal line of credit arrangement. 
At December 31, 1975, there were no outstand- 
ing borrowings under this arrangement. There 
have been no borrowings under the $200 million 
revolving credit agreement. The Corporation as 
a matter of practice maintains its bank balances 
in amounts sufficient to compensate banks for 
credit lines and services. 
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6. UCC Stockholders’ 
Equity 


Capital Stock 
Authorized—Preferred Stock ................ 
GOMIMONE STOCK oiciercieier tees 


SlLOO0MAr Values ee eee: 10,000,000 shares 
$00 |patavalUOmearnae ees 90,000,000 shares 


Dollars in Millions 


Dec. 31, 1975 Dec. 31, 1974 

Shares Amount Shares Amount 

Issued-=Preferredi2%, «A aati ee eee eee none _ none ae, 
Commonae: nies eee 61,837,378 $ 339.5 61,582,631 $ 330.1 
Retained sEarmingS: ic ssctacke siete tens 2,413.7 2,178.3 
2,793.2 2,508.4 

Less: Treasury Stock at Cost 

eldsbyathe: Conporationmrec crate aen ee 501,464 yy 566,439 6.0 
61,335,914 $2,748.0 61,016,192 $2,502.4 


Issued shares include 129,702 shares at Decem- 
ber 31, 1975 (66,200 shares at December 31, 1974), 
held by the Corporation as collateral under em- 
ployee stock purchase agreements. The amount 
to be paid under these agreements, $3.7 million at 


December 31, 1975 ($2.6 million at December 31, 
1974), has been deducted from common stock 
(Note 11). During 1975, the Corporation issued 
200,909 shares (22,709 shares in 1974) under em- 
ployee stock option plans, and issued 42,185 
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shares (255 shares in 1974) that were purchased December 31, 
at market price by the Trustee under the Savings 1975 1974 


Plan for Employees. For conversion of 


Also during 1975, 64,975 shares of treasury convertible debentures ...... 873,302 884,955 
common stock were transferred in a pooling of For stock option plans: 
interests transaction (125,318 shares in two trans- Options granted but 
actions in 1974), with appropriate adjustment to not exercised ............ 61,632 237,109 
retained earnings, and 11,653 shares were issued Available for granting 
upon conversion of $0.7 million of 4.75% con- FULUTE OPLONS mie | oe ences 188,368 223,300 

. : wie For sale to Trustee under the 

vertible debentures of a domestic subsidiary. Savings Bianeer Eniglovecem 290,472 At 


Shares of common stock were reserved for 


1,413,774 1,345,364 
issuance as follows: ee 


7. Non-Capitalized 
Leases and 
Rentals 


Total lease and rental payments, under leases ex- 
tending one month or more, were $61.9 million in 
1975 ($55.3 million in 1974). 


Commitments under noncancelable operating 
and financing leases extending for one year or 
more will require the following future payments: 


Millions of Dollars 


1981/ 1986/ 1991/ After 
1976 1977 1978 1979 1980 1985 1990 1995) 01995 


Distribution Equipment and Facilities ....... $19 $17 $14 $13 $11 $46 $40 $24 $11 


Office::Space Ea... ee ee ee ee 8 7 6 5 3 8 1 _ _ 
OMe occ s wenn Segue Ss ee eee ee 9 6 4 2 2 6 5 4 1 
Total) schon. ic eee ee $36 $30 $24 20 16 $60 $46 $28 12 


If financing leases had been capitalized, the impact on net income would not have been material. 
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8. Income Taxes 


The following is an analysis of income tax expense: 
Millions of Dollars 


1975 1974 
Current Deferred Current Deferred 
UiSssFederall Income! Taxes samme yaa ee $115.0 $ 46.8 $145.2 $18.4 
U.S" Investment tax Credit #207 eee ee eee (30.7) 25.0 (13.8) 10.7 
U.S. State and Local Taxes Based on Income .......... 14.9 _ 15.0 _ 
Non-U/S? Income: Taxes . 23.65. eer a 133.4 38.8 183.1 16.8 
$232.6 $110.6 $329.5 $45.9 


The consolidated effective income tax rate was 
46.0 percent in 1975 and 41.5 percent in 1974. 
The 1975 rate is below the statutory federal in- 
come tax rate of 48 percent principally because 
of capital gains and other special rate items. The 
lower tax rate in 1974 is principally due to the 
effect of income taxes of companies operating 
outside the United States, which represented 5.7 
of the 6.5 percentage point difference. 
Investment tax credit applicable to owned and 
leased assets placed in service in the United 
States in 1975 amounted to $30.7 million ($13.8 


million in 1974). This amount is being deferred and 
amortized over the average life of fixed assets by 
reductions in the Provision for Income Taxes. 

Consolidated retained earnings include undis- 
tributed earnings of affiliates accumulated over 
many years of approximately $720 million ($600 
million in 1974) after applicable income taxes 
provided by these affiliates. The Corporation has 
determined that no additional provision for taxes 
is required since these earnings have been or 
will be reinvested indefinitely. 
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9. Retirement 
Program 


The retirement program of Union Carbide Corpo- 
ration covers substantially all U.S. employees and 
certain employees in other countries. Various ar- 
rangements for providing retirement benefits are 
maintained by consolidated international subsidi- 
aries. The retirement program cost for 1975, in- 
cluding the cost of funded and unfunded pension 
plans of consolidated international subsidiaries, 
which are accounted for substantially on an ac- 
crual basis, amounted to $96.8 million ($87.2 mil- 
lion in 1974). At September 30, 1975, the date of 
the latest available estimate, the estimated amount 
necessary to provide for all unfunded prior serv- 


ice costs was approximately $605 million. 

For the U.S. retirement program, accrued costs 
are funded for all employees age 25 and over. 
Program costs amounted to $77.0 million in 1975, 
compared with $70.4 million in 1974. The cost for 
1976 is currently estimated at $110 million, reflect- 
ing the impact of factors such as higher wage 
and salary costs and the cost of improvements ef- 
fective January 1, 1976. Effective January 1, 1975, 
the period of amortization for prior service costs 
was reduced from 40 years to 30 years; the ef- 
fect of this change on net income is not material. 
Compliance with the Employee Retirement In- 


EE 


come Security Act of 1974 (ERISA) has had a 
relatively minor effect on costs of the U.S. retire- 
ment program, and because of the application of 
more refined cost analysis techniques, additional 
costs related to ERISA in 1976 are expected to be 
less than had been previously estimated. 

At September 30, 1975, the date of the latest 


available estimate, the maximum liability for bene- 
fits vested with U.S. employees exceeded the 
carrying value of plan assets by approximately 
$137 million. At December 31, 1974, the date of 
the latest actuarial valuation, the corresponding 
amount was $103 million. 


10. Other Income—Net 


Other Income—Net in 1975 includes (1) invest- 
ment income of $36.3 million ($47.1 million in 
1974), principally from short-term investments; 
(2) as stated in Note 2, a credit for foreign cur- 
rency translation of $12.9 million ($18.7 million 
charge in 1974); (8) a charge of $9.7 million ($8.4 
million after tax or $0.14 per share) for write-off 
of costs resulting from the deferral of plans to 
build a petroleum coke refinery near Sarnia, On- 
tario, Canada; and (4) a net charge of $0.6 mil- 


lion from sales and disposals of businesses and 
other assets. 

Included in the last item is a gain of $11.9 
million ($7.6 million after tax or $0.12 per share) 
from sale of the Corporation’s interests in several 
companies engaged in tin operations, principally 
in Thailand, and a net charge of $11.0 million 
($5.4 million after tax or $0.09 per share) from 
the shutdown of Chemicals and Plastics facilities 
in Whiting, Indiana. 


11. Incentive 
Programs 


In 1974, the stockholders approved a new five- 
year Union Carbide Incentive Program for key 
employees, consisting of a “Long-Term Plan,” 
which is a combination cash payment and stock 
option plan; and an ‘Annual Plan,” which is a 
separate cash awards plan. Under the Long-Term 
Plan, the number of shares subject to options 
may not exceed 250,000. Option prices are 100 
percent of fair market value on the date of grant. 
Options become exercisable five years after, and 
expire seven years after, the date of grant. Option 
awards are coupled with a contingent cash award, 
which may not exceed two times the aggregate 
option price, payable five years after the date of 
the award. The payment and amount of the cash 
award are contingent upon achievement by the 
Corporation of certain earnings objectives. An- 
nual Plan awards consist of cash bonuses based 
on achievement of certain corporate goals as 
well as on individual performance. 

No further awards may be made under previ- 


ous stock option plans, for which the last options 
expired in 1975. Some options granted under 
these plans were exercised by execution of a 
purchase contract payable within five years. 
Shares sold under these contracts not yet paid 
for are held by the Corporation as collateral. 

When shares are issued upon exercise of op- 
tions, no charges are made to income and the 
entire proceeds when received are credited to 
the common stock account. 

The status of options is as follows: 


Number of Shares 
of Common Stock 


Options 1975 1974 


Outstanding at January 1..... 237,109 316,884 
Granted—During the year ..... 34,932 26,700 
Exercised—During the year .... 200,909 22,709 
Canceled or Expired— 

During the yeay =. 225 44--4> 4- 9,500 83,766 


Outstanding at December 31... 61,632 237,109 


12. Commitments 


At December 31, 1975, the cost of completing 
authorized construction projects is estimated at 


$1,400 million. A portion of this amount is cov- 
ered by firm commitments. 


Report of 
Independent 
Certified 

Public Accountants 


To The Stockholders and Board of Directors 
of Union Carbide Corporation 


We have examined the accompanying consoli- 
dated financial statements (pages 28 through 35) 
of Union Carbide Corporation and subsidiaries as 
of December 31, 1975 and 1974 and the Ten-Year 
Summary (page 27). Our examinations were made 
in accordance with generally accepted auditing 
standards and accordingly included such tests 
of the accounting records and such other audit- 
ing procedures as we considered necessary in 
the circumstances. 

In our opinion, the accompanying consolidated 
financial statements present fairly the financial 
position of Union Carbide Corporation and sub- 
sidiaries at December 31, 1975 and 1974 and the 


results of their operations and the changes in 
their financial position for the years then ended, 
in conformity with generally accepted accounting 
principles applied on a consistent basis after re- 
statement for the change, with which we concur, 
in the method of translation of foreign currencies 
as explained in Note 1. Also, in our opinion, the 
Ten-Year Summary presents fairly the financial 
information included therein. 
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Certified Public Accountants 


140 Broadway 
New York, New York 
February 13, 1976 
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Operating Units 


Agricultural Products Division 
E. A. Munoz, President 


Battery Products Division 


J. M. Rehfield, President (also 
Vice-President, UCC) 


Carbon Products Division 


F. B. Vernon, President (also 
Vice-President, UCC) 


Chemicals and Plastics 
R. J. Hughes, Vice-President, UCC 


A. C. MacLeod, President—Operations 
J. B. Reid, President—Commercial 


Electronic Materials 
F. P. Holloway, General Manager 


Metals Division 


F. C. Kroft, Jr., President (also 
Vice-President, UCC) 


Home and Automotive Products, 
Films—Packaging, and Polyethylene 


E. E. Tarika, Vice-President, UCC 


A. C. Egler, President, Home and 
Automotive Products Division 


G. E. Bailie, President, Films— 
Packaging Division 


Linde Division 


Alec Flamm, President (also 
Vice-President, UCC) 


Nuclear Division 
R. F. Hibbs, President 


Union Carbide Africa and Middle East, Inc. 
D.N. Wait, Chairman 


The Corporation’s interests in Africa and the 
Middle East are represented by this subsidiary. 
Major producing companies include: 


MAJORITY OWNED 


Ucar Plastics (Ghana) Limited 
Union Carbide Ghana Limited 
IRAN Union Carbide Iran S.A. 


GHANA 


IVORY COAST Union Carbide Cote d’lvoire 
KENYA Union Carbide Kenya Limited 
REPUBLIC OF Chrome Corporation (South Africa) 


SOUTH AFRICA (Proprietary) Limited 

Multifoil (Proprietary) Limited 

Ucar Chrome Company (S.A.) 
(Proprietary) Limited 


Ucar Minerals Corporation 


RHODESIA The African Chrome Mines Limited 
Rhodesia Chrome Mines Limited 
Union Carbide Rhomet (Private) 
Limited 
SUDAN Union Carbide Sudan Limited 


OTHER MAJOR AFFILIATED COMPANIES 


REPUBLIC OF Elektrode Maatskappy Van Suid 
SOUTH AFRICA Afrika (Eiendoms) Beperk 
Tubatse Ferrochrome 
(Proprietary) Limited 


Union Carbide Canada Limited 
J. S. Dewar, President 


This subsidiary has responsibility for all three of 
the Corporation’s lines of business in Canada. 


Union Carbide Eastern, Inc. 
B. V. Salenius, Chairman 
K. D. Rutter, Vice-Chairman 


This subsidiary has responsibility for interests 
in the Far East. Major producing companies are: 


MAJORITY OWNED 


AUSTRALIA Union Carbide Australia Limited 
HONG KONG Sonca Industries Limited 
INDIA Union Carbide India Limited 


INDONESIA P. T. Union Carbide Indonesia 
JAPAN Union Carbide Services Eastern 
Limited 
MALAYSIA Union Carbide Malaysia Sdn. Bhd. 
NEW ZEALAND Union Carbide New Zealand Limited 
PHILIPPINES Union Carbide Philippines, Inc. 
REPUBLIC OF Union Carbide Ceylon Limited 
SRI LANKA 

SINGAPORE Metals and Ores Pte. Limited 

Union Carbide Singapore Pte. Limited 
THAILAND Union Carbide Thailand Limited 


OTHER MAJOR AFFILIATED COMPANIES 


Nippon Unicar Company Limited 
Shin Nippon Carbon Company, Ltd. 
Showa Union Gosei Co., Ltd. 
Showa Unox K.K. 


JAPAN 


Union Carbide Europe, Inc. 


J. C. Stephenson, Chairman (also 
Vice-President, UCC) 


A. A. Boehm, Vice-Chairman 


This subsidiary represents the Corporation’s in- 
terests in the United Kingdom and Continental 
Europe. Major producing companies in this 


area are: 
MAJORITY OWNED 


Union Carbide Belgium N.V. 
La Littorale S.A. 
Union Carbide France S.A. 
Union Carbide Deutschland 
G.m.b.H. 
Union Carbide Hellas Industrial 
‘ and Commercial S.A. 
ITALY Union Carbide Italia S.p.A. 
Elettrografite Meridionale S.p.A. 
Uniligq S.p.A. 
A/S Meraker Smelteverk 
A/S Saudefaldene 
Electric Furnace Products Company, 
Limited 
Union Carbide Iberica, S.A. 
‘Union Carbide Navarra, S.A. 
SWEDEN Union Carbide Norden AB 
UNITED KINGDOM Bakelite Xylonite Limited 
British Acheson Electrodes Limited 
Union Carbide U.K. Limited 


BELGIUM 
FRANCE 


GERMANY (WEST) 
GREECE 


NORWAY 


SPAIN 


OTHER MAJOR AFFILIATED COMPANIES 


BELGIUM Evipak S.A. 
FRANCE Tamimo S.A. 
Viscora, S.A. 
SPAIN Argon, S.A. 
SWEDEN Unifos Kemi AB 


UNITED KINGDOM  Viskase Limited 


Union Carbide Pan America, Inc. 
J. H. Jones, Chairman 
The Corporation’s interests in Latin America are 


represented by this subsidiary. Major producing 
companies are: 


MAJORITY OWNED 


ARGENTINA Union Carbide Argentina S.A.1.C.S. 
BRAZIL S.A. White Martins 

S.A. White Martins Nordeste 

Union Carbide do Brasil S.A.1.C. 
COLOMBIA Union Carbide Colombia, S.A. 
COSTA RICA Union Carbide Centro Americana, 
ECUADOR Union Carbide Ecuador C.A. 
VENEZUELA Union Carbide de Venezuela, C.A. 


OTHER MAJOR AFFILIATED COMPANIES 
MEXICO Union Carbide Mexicana, S.A. 


Union Carbide Puerto Rico, Inc. 
A. Celaya, Jr., Chairman 


This wholly owned subsidiary coordinates Union 
Carbide’s activities in Puerto Rico. Operations 
on the island include a petrochemicals complex, 
a food casings plant, and a graphite electrode 
plant, all managed by separate subsidiaries. 


Directors and Officers 


DIRECTORS 
_ Warren M. Anderson 
Executive Vice-President 


2a R. Manning Brown, Jr. 
: _ Chairman, New York Life Insurance Company 


fe Roberto de Jesus Toro 
_ President, Banco de Ponce (Puerto Rico) 


James L. Ferguson 
- Chairman and President 
_ General Foods Corporation 


James M. Hester 
Rector, United Nations University 


_ Jerome H. Holland 
Director of Various Corporations 


Jack B. Jackson 
President, J. C. Penney Company, Inc. 


Frank R. Lyon, Jr. 
Senior Vice-President and General Counsel! 


Birny Mason, Jr. 
Retired Chairman of the Board 


Robert E. McNeill, Jr. 
Retired Chairman 
Manufacturers Hanover Corporation (Banking) 


William B. Nicholson 
IF | Vice-Chairman 


lan D. Sinclair 
Chairman and Chief Executive Officer 
Canadian Pacific Limited 


William S. Sneath 
President and Chief Operating Officer 


F. Perry Wilson 
Chairman of the Board and 
Chief Executive Officer 


Secretary 

Union Carbide Corporation 
270 Park Avenue 

New York, N.Y. 10017 


OFFICERS 


Chairman of the Board and 
Chief Executive Officer 


F. Perry Wilson 


President and Chief Operating Officer 
William S. Sneath 


Vice-Chairman 
William B. Nicholson 


Executive Vice-Presidents 


Warren M. Anderson 
Douglas H. Freeman 
Fred B. O’Mara 


Senior Vice-President and General Counsel 
Frank R. Lyon, Jr. 


Senior Vice-President and Chief Financial Officer 
William E. Pardoe 


Vice-President and Secretary 
John F. Shanklin 


Vice-Presidents 
J. Goffe Benson 
Morse G. Dial, Jr. 
Alec Flamm 
Robert F. Flood 
James S, Freeman 
William S. Gray, Jr. 
Richard J. Hughes 
Fred C. Kroft, Jr. 
James C. Malone 
Thomas R. Miller 
James M. Rehfield 
J. Clayton Stephenson 
John A. Stichnoth 
Elio E. Tarika 
F. Bruce Vernon 


Treasurer 

Stephen E. Nightingale 
Controller 

Louis G. Peloubet 


Regional Vice-President (Far West) 
Norman J. Hearn 


Principal Stock Exchange Listing—New York Stock Exchange (Ticker Symbol UK). 
Other Stock Exchange Listings—United States: Midwest and Pacific. Overseas: Amsterdam, Basle, Brussels, Paris, and Zurich. 
General Offices—270 Park Avenue, New York, N.Y. 10017. Telephone: (212) 551-2345. 
Stock Transfer Agent—Union Carbide Corporation, Saw Mill River Road, Route 100C, Tarrytown, N.Y. 10591. 
_ Registrar—Manufacturers Hanover Trust Company, 4 New York Plaza, New York, N.Y. 10004. 
Annual Meeting of Stockholders —Apri! 28, 1976, at 10:30 a.m. at 270 Park Avenue in New York City. 


A copy of Union Carbide Corporation’s Annual Report on Form 10-K for the year 
ended December 31, 1975, filed with the Securities and Exchange Commission, 
will be made available without charge upon written request addressed to: 


COMMITTEES OF THE BOARD 


EXECUTIVE COMMITTEE 


F. Perry Wilson, Chairman 
R. Manning Brown, Jr. 
Frank R. Lyon, Jr. 

Birny Mason, Jr. 

William S. Sneath 


AUDIT COMMITTEE 


R. Manning Brown, Jr., Chairman 
Roberto de Jesus Toro 
Jack B. Jackson 


COMPENSATION COMMITTEE 


Robert E. McNeill, Jr., Chairman 
James L. Ferguson 

Birny Mason, Jr. 

lan D. Sinclair 


PUBLIC POLICY COMMITTEE 


Jerome H. Holland, Chairman 
Roberto de Jesus Toro 
James M. Hester 

William S. Sneath 


MANAGEMENT COMMITTEE 


F. Perry Wilson, Chairman 
William S. Sneath 

William B. Nicholson 
Warren M. Anderson 
Douglas H. Freeman 

Fred B. O’Mara 

William E. Pardoe 

J. Goffe Benson, Secretary 
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